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Foreign Policy Must Be Handled 
Constitutionally 


OUR RESPONSIBILITY IS INESCAPABLE 


By THOMAS E. 


DEWEY, Governor of New York 


Delivered at dinner of the Bureau of Advertising, American Newspaper Publishers Association, 


New York City, 


AM very happy to speak before this wartime gathering 
of American newspaper publishers. Yours is an essen- 
tial industry because, in America, the press is a vital 

part of our war effort, it is a vital part of our whole free 
It is an indispensable element of everything for 
which we fight. 

The tragic history of recent years has shown us vividly 
that freedom of the press cannot exist where there is no 
political freedom; but the corollary to this basic truth is per- 
haps even more important: political freedom cannot exist 
without a free press. 

An electorate, fully informed on issues, is as fundamental 
to representative government as the election itself. And full 
information through the press is the bulwark of the people’s 
power to check up on their representatives between elections. 

We saw it demonstrated in Germany that tyranny can rise 
to power by the elective process. But in order to stay in 
power the Nazis immediately set about destroying the free- 
dom of the German press. In all countries men have been 
elected to office who prove unworthy of the trust. The 
strength of a free system is that such mistakes need never 
be fatal. ‘They at the polls. But these 
corrections can be made only if the people are informed. 


system. 


can be corrected 


(GUARANTEE IN CONSTITUTION 
The precious guarantee in our Constitution of freedom of 
the press is not a mere guarantee to the press. It is a guar- 
antee to the people that their press shall be free. It imposes 
an obligation on government to permit free dissemination of 
news and a duty on the press to print honest news. The 
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right resides in the people because it is basic to their liberties. 

Freedom of the press today means more than freedom to 
print what information can be obtained. It means access 
to the news. It involves the right of information and a 
corresponding duty to print it. 

All of us recognize the need for military censorship. But 
there is a dividing line between military news and political 
news, or, if you will, diplomatic news. It is a dividing line 
which can never be left without scrutiny—which, throughout 
the war calls for vigilance. Once the fighting has ceased 
we must insist that all censorship of every description cease 
with it. We shall need then the uncorrupted word of truth. 

1 am confident of our future because we have, in fact, a 
great, free press. I believe our publishers generally are today 
more conscious of their tremendous responsibility than ever 
before. They will have much to do with the steadfastness 
with which we fight through this war. They will have much 
to do with the intelligence and determination with which we 
face the even more complicated problems of the peace. 

The power of the written word lies in shaping the mind 
and spirit of man toward high achievement. There is, of 
course, a wide gulf between a statement of fact or of prin- 
ciples, on the one hand, and epithets or empty promises on 
the other. In recent years we have had good reason to learn 
that difference in our domestic affairs. It is not enough to 
talk about economic security and then pursue policies which 
promote insecurity. It is not enough to talk about the enter- 
prise system and then pursue a course of action that stifles 
enterprise. 
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QUESTION OF FoREIGN POLIcy 


These experiences with domestic policies cannot be for- 
gotten when we think of foreign policies. All of us are 
aware that there is great concern and uncertainty among our 
people over our nation’s foreign policy. Yet I think it is no 
more than fair to say that we have had some excellent ex- 
pressions on that subject lately from the Secretary of State, 
Mr. Hull. In his address of April 9, Mr. Hull certainly 
offered a statement of basic principles which deserves respect. 
His pledge to seek the advice and help of members of Con- 
gress from both parties is especially welcome. 

Nevertheless, these statements have done little to relieve 
the concern and uncertainty our people feel. That is not 
primarily because of dissatisfaction with the words Mr. Hull 
used. It is because we see reported daily in your papers de- 
velopments from abroad and other statements from high 
Government officials at home which do not seem to fit in 
altogether with the words Mr. Hull has used. It is because 
we cannot be sure to what extent our foreign policy is actu- 
ally being handled by the Secretary of State and to what 
extent it is being handled privately by the President. 

What troubles us is not the main objectives of our for- 
eign policy, but whether that policy will be effectively car- 
ried out in accordance with Constitutional methods. One 
way it will succeed. The other way it will surely fail. 
Foreign policy is not a mere matter of negotiations, of diplo- 
matic maneuvering, or even of treaties and alliances. Foreign 
policy is the expression of the ideals, traditions and aspira- 
tions of a people in their relations with the people of other 
countries. 

In a free republic there can be no such thing as an Admin- 
istration having an effective foreign policy, unless that policy 
reflects the will of the people. Here we are, fighting, hoping, 
praying for a world in which we can have a lasting peace 
but in almost every discussion one simple fact is forgotten. 
No foreign policy that fails to represent the will of the people 
will ever last as long as two years. It will not last beyond 
the next Congressional election. 


Major OBJECTIONS 

Among our people there are differences of opinion with 
respect to details and methods; but, I insist, there is over- 
whelming agreement upon the main objectives. Those major 
objectives are: 

To carry on the war to total crushing victory, and in so 
doing to drive home to the aggressor nations a lesson that 
will never be forgotten; 

To organize in cooperation with other nations a structure 
of peace backed by adequate force to prevent future wars; 

To establish and maintain in our relations with other 
nations conditions calculated to promote world-wide economic 
stability not only for the sake of the world, but also to the 
end that our own people may enjoy a high level of employ- 
ment in an increasingly prosperous world. 

There is, I am confident, no real dissent from those major 
objectives on the part of any substantial portion of our 
people. They have been proclaimed by men of all parties 
and subscribed to by men of all walks of life in all parts of 
our country. They constitute the fundamental principles of 
our foreign policy because they represent the will of our 
people. But once again let it be said that these objectives 
cannot be attained by mere words. 

As to the winning of the war the point needs no argument. 
We shall win the war only by the work and sacrifice of all 
our people. We shall win it by the courage, strength and 
suffering of our fighting men and by the unremitting effort 
of our war production forces at home. To win the peace 
will require equally great determination, and over a longer 


period of time. It will not be sufficient when the fighting 
ceases merely to draw up a treaty and then forget about it. 
We must not repeat the tragic error ot twenty-five years ago. 


CENTRAL Error in 1919 


The central error of our course in 1919 was the false as- 
sumption that words could create a peace. ‘Then, as now, 
there was much wishful thinking. Men everywhere wanted 
to feel that a treaty which proclaimed peace would suffice 
to assure it and that from there on they could relax. ‘The 
war leaders of the world wanted to feel that by signing their 
names to a treaty, they had brought their task to an end. 
The very idea that fine words made a peace bore within it 
the seeds of its own failure. 

Within a few years the reality of Germany bore no relation 
whatever to the word picture of Versailles. This was because 
those who drafted the treaty were tired war leaders. ‘They 
could not find within themselves the physical and mental 
strength to make the peace a living reality. 

We have learned much since 1919. The experience of two 
world wars has taught us that we cannot remain unaffected 
by what happens elsewhere in the world. It has shown us 
also that unprovoked aggression against a freedom-loving 
people anywhere is an attack upon the peace of the whole 
world. We may again be tempted to feel that with the de- 
feat of our enemies and a proclamation of peace we can 
afford to rest on our oars. But the truth is those years that 
follow will be decisive. The maintenance of peace will re- 
quire continuing labor and forbearance. When we have 
ceased to wage war we shall have to wage peace. 

Germany and Japan must not only be utterly defeated and 
completely disarmed—they must not be left in a post-war 
environment which might enable them to maneuver as a 
balance of power. After 1919 lethargy, jealousy and power 
politics resumed sway among the Allies. In that environ- 
ment Germany quickly eluded the controls of the treaty of 
Versailles. 

If after this war we reproduce the same political climate, 
we will get the same results. No initial measures against 
Germany and Japan, however drastic, will have permanent 
value unless they fall within the setting of a durable cohesion 
between Great Britain and ourselves, together, I hope, with 
Russia and China. ‘To deal effectively with our enemies and 
also to solve many other post-war problems will, as I have 
said, require solid relations among the United States, Great 
Britain, Soviet Russia and China. 

We have a long background of friendly working relations 
with Great Britain and China, which will make easy their 
continuation. As regards Russia, it would be stupid to ignore 
the fact that during the twenty-four years between the Soviet 
revolution and the German attack on Russia our relations 
were not of the best. There were faults on both sides. If 
after this war we relapse into the old suspicions, the future 
is indeed dark. But there has been genuine improvement 
growing out of our partnership in this war. The American 
people have sympathy and admiration for the peoples of the 
Soviet Union. 

There are and still will be fundamental internal differ- 
ences between our countries. Our economic and social systems 
will not be the same. But our political dissimilarities from 
Russia need not be the sources of friction if we seek and find 
the many practical ways in which we can work to a common 
end. 

Russian affairs are in the hands of hardheaded, realistic 
leaders. That is nothing we should be afraid of provided we 
are equally realistic and devoted to our country. If we are, 
the United States and Russia can deal with each other with 
candor while building firm and mutual respect and friendship. 


Sie 
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Inevitably a major responsibility to work together will fall 
upon the United States, Britain, Russia and China in the 
first few years following the war. They will be the strongest 
nations. They will be the nations with the greatest power 
tO preserve peace or to undermine it. 

In some countries we may for a time face confusion. We 
must wisely and without intrusion into their domestic affairs 
seek to make that period as brief as possible. We shall need 
the participation of these nations. The peace of the world 
will require the support of all peoples. We are all agreed 
that there must be prompt measures to establish a system of 
general international cooperation. 

First Mackinac charter, then the 
Moscow declaration and the Fulbright and Connolly reso- 
lutions. All agree in proposing an arrangement which will 
regularly bring together the representatives of the nations 
to discuss, to plan and to seek agreement about matters of 
common This will not be accomplished to perfec- 
in a few months. It must be a matter of 
growth and experience and everlasting hard work. 


came the Republican 


concern, 


. \ 
tion overnight or 


Wortp's Economic PRoBpLEMS 


It will not be possible to solve immediately the economic 
problems of the world. It will take time and patience to 
stability and trade relationships and to pro- 
reneral economic well-being. 

Here it cannot be too greatly emphasized that the role of 
the United States will be decisive. We will be truly effec- 
tive in helping with the economic rehabilitation of the world 
only if we first restore at home a healthy, a vigorous and a 
growing economy. 


restore currency 


mote the 


There are false prophets who for years have been telling 
us that America has ceased to grow; that its period of vigor 
is over. They would have us believe that our economy has 
become mature. They say it is static, that it can continue to 
function only by constantly taking ever more expensive 
patent medicines. Yet these same people now talk glibly of 
a WPA for all the rest of the world. 

To hear them talk, Uncle Sam must play the role of a 
benevolent but slightly senile gentleman, who seeks to pur- 
chase the goodwill of his relations by distributing 
among them the dwindling remains of his youthful earnings. 

I utterly reject that proposition. America is still young, 
still vigorous, still capable of growth. Certainly we shall 
play the part of a good citizen in the community of nations. 
We shall deal fairly and generously with our neighbor 
nations throughout the world. This we shall do because it 
represents the practical idealism for which America has al- 
ways stood and because it is good hard common sense. Good- 
will cannot be bought with gold. Goodwill flows irresistibly 
to the man who successfully manages his own affairs, who is 


poor 


self-reliant and independent, yet who is considerate always 
of the rights and needs of others. 


U. S. Lanp or OpporTUNITY 


Traditionally, America has occupied this role for 150 
years. This country won the admiration of the world be- 
cause we had here something to which the people of all 
nations aspired. We had a society of free men who believed 
in themselves and in the future of their country. We were 
in sober truth the land of opportunity. Here beyond every- 
where else in the world there was a field for economic enter- 
prise and human progress. 

For the sake of the men and women who are working and 
fighting and dying to win this war, for the sake of their 
children and for the sake of the world we must work to 
make America once more the land of opportunity. 

It is particularly incumbent on us solemnly to view our 
obligations tonight. As we meet here, hundreds of thousands 
of the youth of America stand poised on the shores of Great 
Britain for the mightiest invasion of a defended coast line in 
history. Every one of those young men knows that the future 
of his country and of freedom itself may hang on the success 
of this terrible venture. Every man knows the price he may 
have to pay. 

Nothing any of us has said here tonight will be of import 
unless the invasion is crowned by ultimate success. The in- 
finite patience, preparation and training behind this gigantic 
effort may well serve us as a standard for our own acceptance 
of our future responsibilities. Surely it is a minimum stand- 
ard for the infinite patience, preparation and toil we should 
be willing to give for peace. No sacrifice for peace will ever 
equal the ultimate sacrifice we expect of our young men in 
war. 

The very least we can do, therefore, as we look ahead to- 
night to hopes of a peaceful world, is to pledge to ourselves 
and to those who die for our country that we shall accept 
the challenge they lay before us. We can resolve to accept 
the responsibility which our own greatness and importance 
as a nation place upon us—a responsibility which two world 
wars have shown is utterly inescapable. 

Let us recognize that this peace we pray for and our young 
men die for will have to be worked for over many years. Let 
us be flexible, earnest and devoted enough to make it a 
reality. 

If the newspapers of America will accept the challenge of 
peace as they have of war, we shall have made a great be- 
ginning. The years of labor ahead will be successful only 
if an informed people support the effort—only if they know 
the size of the task. We shall need in these years, as never 
before, a courageous and a free press in the United States 
of America. 


Joint Blow to Crush Germany 


HELP OF ALLIES IN RED ARMY VICTORIES 


By MARSHAL JOSEPH STALIN, Premier of Russia 
Broadcast from London, May 1, 1944 


OMRADES, 


sergeants, 


Red Army men, Red Navy men, 
and generals, men and women 
working people of the Soviet Union, 
and sisters who have temporarily fallen under the 
yoke of the German oppressors and who have been forcibly 


driven by the Fascist into forced labor in Germany, on be- 


oificers 
guerrillas, 


brothers 


half of the Soviet Government and our Bolshevik party I 
greet and congratulate you upon May Day. 

The peoples of our country meet on May 1 in the midst 
of the outstanding successes of the Red Army. Since the 
defeat of the German divisions at Stalingrad, the Red Army 
has been conducting a practically incessant offensive. Dur- 
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ing this time the Red Army made a fighting advance from 
the Volga to the Siret and from the foothills of the Cau- 
casus to the Carpathians, exterminating the enemy vermin 
and sweeping it from Soviet land. 

In the course of the winter campaign of 1943-44, the Red 
Army has won the historic battle for the Dneiper and for the 
territories of the Ukraine west of the Dneiper, has crushed 
the powerful German fortified defenses at Leningrad and 
the Crimea and by skillful and vigorous actions has over- 
whelmed the German defense on the water barriers of the 
southern Bug, the Dniester, Prut and Siret [Rivers]. 

Almost the entire Ukraine, Moldavia, Crimea, Leningrad 
and Kalinin regions and a considerable part of White Russia 
have been cleared of the German invaders. The metallurgy 
of the south, the ore of Krivoi Rog, Kerch and Nikopol and 
the fertile lands between the Dneiper and Prut have been 
restored to the motherland. Tens of millions of Soviet people 
have been delivered from Fascist slavery. 

Acting in the great cause of liberation of our native land 
from the Fascist invaders, the Red Army has emerged on 
our state frontier with Rumania and Czechoslovakia, and 
now continues battering the enemy group on Rumanian ter- 
ritory. The successes of the Red Army were made possible 
by the correct strategy and tactics of the Soviet command; 
by the high morale and offensive ardor of the Soviet soldiers 
and command; by our troops being well supplied with first- 
rate Soviet war equipment, and by the improved skill and 
training of our artillerymen, gunners, tankmen, airmen, 
signalmen, sappers, infantrymen, cavalrymen and scouts. 

A considerable contribution to our success has been made 
by our great allies, the United States of America and Great 
Britain, who hold a front in Italy against the Germans and 
divert a considerable part of the German troops; supply us 
with most valuable strategical raw material and armaments, 
and subject to systematic bombardments military objectives 
in Germany and thus undermine the latter’s military might. 
Successes of the Red Army could, however, prove unstable 
and could be reduced to naught after the very first furious 
counter-blow by the enemy if the Red Army were not sup- 
ported by the strength of the whole Soviet people. 

The Red Army in battles for the motherland has shown 
unparalleled heroism but the Soviet people did not stay far 
behind the Red Army. In difficult war conditions the Soviet 
people achieved decisive successes in the field of mass pro- 
duction of armaments, ammunitions, equipment, foodstuffs 
and timely delivery at the front to the Red Army. In the 
course of the past year the might of Soviet production greatly 
increased. Hundreds of new works came into production as 
well as dozens of power stations, rail lines and bridges. New 
millions of Soviet citizens have taken their place at the 
benches, mastered intricate professions and become experts 
in their jobs. 

Our collective farms and Soviet farms have withstood 
the test of war with honor. Under difficult wartime condi- 
tions the Soviet peasantry untiringly is working in the fields 
supplying our army and population with food and supplying 
raw materials for our industry. Our intelligentsia has en- 
riched Soviet learning and technical science, culture and art 
with new outstanding achievements and discoveries. Soviet 
women have rendered invaluable service in defense of their 
native land, working selflessly for the front, courageously 
bearing all wartime hardships and inspiring to fighting ex- 
ploits the soldiers of the Red Army—the liberators of our 
homeland. 

The Soviet people is capable of performing miracles and 
emerging victorious from the hardest trials. Workers, col- 
lective farmers, and Soviet intelligentsia, the whole Soviet 
people, are filled with determination to hasten the rout of 
the enemy to the full, to restore the national economy 


wrecked by the Fascists, and to make our land still mightier 
and more prosperous. 

Under the blows of the Red Army the bloc of Fascist 
countries is cracking and falling to pieces. Fear and con- 
fusion now reign among Hitler’s Rumanian, Hungarian, 
Finnish and Bulgarian “allies.” Now these flunkies, under- 
lings of Hitler, whose countries have been occupied by the 
Germans or are being occupied by the Germans, cannot but 
see that Germany has lost the war. Rumania, Bulgaria, 
Finland and Hungary have only one possibility to avoid 
catastrophe—to break with the Germans and withdraw 
from the war. 

However, it is difficult to expect that the present govern- 
ments of these countries will prove capable of breaking with 
the Germans. It is to be supposed the people of these coun- 
tries will have to take the cause of liberation from the 
German yoke into their own hands. And the sooner the 
people of these countries realize to what a dead end the 
Hitlerites brought them, the sooner they will terminate all 
support of the German enslavers and quisling underlings 
in their own countries, the less destruction will the war 
bring these countries and the more they will count on under- 
standing on the part of the democratic countries. 

As the result of its successful offensive the Red Army has 
reached our state frontier on a line of more than 400 kilo- 
meters [250 miles] and has liberated more than three-quar- 
ters of the occupied Soviet territory from the German yoke. 
Our task now is to clear all our territories and restore the 
state frontier of the Soviet Union along the line from the 
Black Sea to the Barents Sea. 

But our task cannot be limited to the expulsion of enemy 
troops from the motherland. German troops are now like 
a wounded beast which has been forced to crawl back to 
its hiding place in Germany in order to lick its wounds. 
But the wounded beast who has retired to its hiding place 
does not cease to be dangerous. To rid our countries and the 
countries allied with us from the danger of enslavement we 
must pursue the wounded German beast close on its heels, 
and finish it off in its own lair. 

In pursuing the enemy we must liberate from slavery our 
brothers, the Poles, Czechs and other peoples allied with 
us in western Europe who presently are under the heel of 
Hitlerite Germany. It is obvious this problem is a more 
dificult matter than the expulsion of German troops from 
Soviet territory. It can be solved on the basis of coordinated 
efforts by the Soviet Union, Great Britain and the United 
States of North America by means of coordinated blows 
from the east by our troops and from the west by troops of 
our allies. There can be no doubt that only such a combined 
blow can completely crush Hitlerite Germany. 

Comrades, Red Army men, Red Navy men, sergeants, 
officers and generals, men and women guerrillas, working 
people of the Soviet Union, brothers and sisters who have 
temporarily fallen under the yoke of the German oppressors 
and who have been forcibly driven by the Fascist into forced 
labor in Germany, I order: 

In honor of the historic successes of the Red Army on 
the front and to commemorate the great successes of the 
workers, collective farmers and intelligentsia of the Soviet 
Union in the rear today, a day of world-wide festival of 
the working people, at twenty-four hours [midnight], a 
salute in Moscow, Leningrad, Gomel, Kiev, Kharkov, Ros- 
tov, Tiflis, Simeropol and Odessa of twenty artillery salvos. 
Long live our Soviet motherland! Long live our Red Army 
and Navy! Long live the great Soviet people! Long live 
the friendship of the peoples of the Soviet Union! Long 
live Soviet guerrilla men and women! Eternal glory to the 
heroes who have fallen in the battle for the freedom and in- 
dependence of our country. Death to the German invaders! 
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The Rights of Man 


“A FREE 


ECONOMY UNDER A FREE GOVERNMENT” 


By HON. JOSEPH C. O’MAHONEY, Senator from Wyoming 
Delivered before the Virginia State Chamber of Commerce, Richmond, Virginia, April 13, 1944 


T would be difficult to find a spot in all the world more 
appropriate for a discussion of the principles which must 
guide us in reorganizing the postwar world than here in 

Virginia, for of all of the states in the Union none made a 
richer contribution than Virginia to the founding of the na- 
tion. The leaders of this state in the formative period of the 
Republic had a clear understanding of the principles upon 
which free government must be built. 

Certainly, too, it would be impossible to find a day more 
appropriate than this for the discussion of any theme involv- 
ing freedom of the individual, for this is the birthday of the 
author of the Declaration of Independence. The fame of 
Jetterson increases with the passing years. Nothing can dim 
the luster of his reputation as the philosopher of human rights. 

“Nothing is unchangeable”, said he, “but the inherent and 
inalienable rights of man.” ‘That was his faith, political and 
economic, from the day he penned the Declaration of Inde- 
pendence until that day in June, 1826, half a century later 
when he wrote the last message that ever came from his hand. 

I need not tell this gathering that the Mayor of the City 
of Washington had invited Jefferson to attend the celebration 
that was planned for the nation’s capital on the fiftieth anni- 
versary of the signing of the Declaration and that Jefferson, 
unable to leave Monticello, sent him message in response : 


‘All eves are opened, or opening, to the rights of man, 
The general spread of the light of science has already 
laid open to every view the palpable truth that the mass 
of mankind has not been born with saddles on their 
backs, nor a favored few, booted and spurred, ready to 
ride them legitimately by the grace of God.” 


With these final words there passed from the active scene 
the great Virginian who, in the Declaration of Independence, 
had asserted that governments are instituted among men to 
secure the inalienable rights they derive from their Creator 
and that the just powers of government come only from the 
consent of the governed. ‘This principle of the relation of 
government to men is now enduring its most dangerous at- 
tack. ‘The appalling conflict in which we are engaged was 
initiated by men whose views were at utter variance with 
those ot Jetterson. The war was started tor the purpose of 
making government supreme and of denying to men the right 
to control it. 

We now know that this attempt to destroy the principles 
of tree goverriment has failed. We know that though military 
victory may be delayed and though we must still pay a ter- 
rible price, nothing can now prevent the forces of freedom 
from achieving it. 


Mitrrary Vicerory Witt Vinpicate Jerrerson 


When that victory comes it will be a vindication of the 
philosophy ot Jefterson and the principles of political freedom 
which this nation has always cherished. It has been the con- 
tribution of the people of America, the people in whom Jef- 
terson had such profound faith, that has made this victory 
possible. ‘Totally unprepared as we were at the outbreak of 
the war in Europe, our people have transformed this nation 
from one which was devoted only to the pursuits of peace into 
the mightiest military power that ever existed. We have pro- 


duced the implements without which Britain and Russia 
could not have withstood the totalitarian might of Germany. 
We have produced the food necessary to maintain not only 
our own military forces, but to supplement the supplies of 
all our Allies, as well. 

Agriculture and industry, both have been organized by a 
free people in such a manner as to exceed the most efficient 
achievements of concentrated arbitrary state power. We 
entered this war with only part of a one-ocean navy. Now 
we have a navy capable of dominating two oceans, a navy 
greater by far than that of which any dictator ever dreamed. 
We entered the war with only a handful of airplanes. Today 
we are driving Japanese planes from the sky and in coopera- 
tion with our British Allies are slowly but certainly destroy- 
ing the Luftwaffe on the ground and in the air. 

In a single month our industrial machine .is now producing 
three times as many airplanes as we were capable of manu- 
facturing in an entire year before the war began. Our in- 
dustrial organization is today out-producing both Germany 
and Japan in the manufacture of all types of combat material. 

This is the achievement of a free people, an achievement 
which beggars all description, an achievement which will be 
remembered long after the annoyances we have endured and 
the sacrifices we have made will have been forgotten. It is 
an achievement which justifies the faith of Jefferson and all 
those other Americans from all thirteen of the original colo- 
nies who built the American Republic upon the indestructible 
foundation of popular control. 

But if we look back upon the legacy which was bequeathed 
to us and seek to peer into t). future to discern the outlines 
of the new structure of free men that is to arise, we must ask 
ourselves how it came about that 168 years after the signing 
of the Declaration of Independence, the principles of human 
freedom came to be in such grave danger. Hitler and Mus- 
solini warned us long before the war began of their intention 
to make the state the master of men instead of their servant. 
They told us in words of one syllable that democracy was 
outmoded and could not endure in the modern world. We 
heard them, but we did not believe them. We waved aside 
their declarations as the unimportant rantings of demagogues, 
but we know now that if it had not been for the heroic de- 
fense of Britain by the freedom-loving people of England and 
if it had not been for the extraordinary productive output of 
our own people, Hitler and Mussolini would have made their 
boasts good. It is incumbent upon us, therefore, in our plans 
for reorganizing the future to search out the causes of this 
great horror which might have turned out to be complete dis- 
aster for the rights of man. 


SraBLeE LocaL Economy EsseNTIAL 


The message | bring you is simple and I think altogether 
understandable—there can be no successful defense against 
the encroachments of central arbitrary power until first there 
is a stable local economy. It has been the loss of economic 
stability in local communities and subdivisions, in villages, 
cities and states that has undermined political freedom and 
made possible the growth of the totalitarian state. 

When Jefferson and his colleagues labored for the estab- 
lishment of this government, our economy was almost exclu- 
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sively individual. Today it is an organized economy and is 
preponderantly national in scope. This change from the in- 
dividual basis to the organized basis has taken place all over 
the world and we have not successfully adjusted ourselves to 
the alteration. It was the failure to make this adjustment, 
the failure of a central economy to provide sure and certain 
employment for all men that created the opportunity for the 
advocates of totalitarian central power to walk upon the 
scene. 

Our success in reorganizing for the postwar world will be 
measured by the degree with which we can succeed in stabliz- 
ing the opportunities of individuals and localities in a world 
in which the advance of science has made organizational ac- 
tivities necessary. This adjustment can be obtained without 
injury to any group or class, without the necessity of any 
class warfare, without the loss of individual freedom if only 
we open our eyes to certain plain and inescapable facts. 

Forty years ago there were in the United States 30,000 
more post offices than are in existence today. Good roads and 
high speed automobiles have destroyed the little post offices 
and built up the big ones. At the turn of the century we had 
over 72,000 fourth class offices and only 194 post offices of 
the first class. Today we have only 27,000 fourth class post 
offices while offices of the first class have increased in number 
from 194 to 1,444. 

With the change of the instruments that we use in the 
modern world, there has been a complete change likewise in 
our manner of living. No one, of course, would want to go 
back to the days of the dominant fourth class post office. No 
one would want to sacrifice the improvements and the com- 
forts which have come with the increased number of first 
class post offices, but unless we understand precisely which 
brought about this change in the geographical structure of 
the country we shall not understand how it happens that 
little business and local business is in such a precarious posi- 
tion from end to end of the country. Precisely the same in- 
fluences which have been destroying the small post offices 
have been sapping the vitality of little business, of local busi- 
ness, of individual enterprise. 

Let me give you another example. The United States Steel 
Corporation during the last week in March published in most 
of the great newspapers of the country an advertisement to 
show what it has accomplished in the war effort, how much 
it has produced, what it has received for its production and 
how its receipts have been distributed. This record shows, 
for example, that of almost two billion dollars which it re- 
ceived in 1943 from its customers (an increase of 22% over 
what it had received in 1941) almost one billion dollars was 
paid to employees who received 45% more than they had re- 
ceived two years before. 


THE “PopuULATION” oF Bic BUSINESSES 


The advertisement showed that the United States Steel 
Corporation in 1943 paid out $707,000,000 for the purchase 
from others of products and services. This was also an in- 
crease of 22% over payments for the same purposes in 1941. 

Significant as these figures are, the United States Steel 
Corporation has given us even more significant information 
in the advertisement by reciting that it has more than 340,000 
employees and 222,000 stockholders. Let us add these two 
figures together and we find that the “population”, so to 
speak, of the United States Steel Corporation, without tak- 
ing into account at all the families of employees and stock- 
holders, is more than 562,000 persons. How many cities in 
Virginia, how many counties have a population that great? 

Let us suppose that each one of these employees and each 
one of these stockholders is a member of a family of three— 


that means a “population” of 1,686,000 persons. There are 
eighteen states in the federal Union each of which has tewer 
people than that. 

Let me take another example. This is from an advertise- 
ment published by General Motors in all the leading news- 
papers of the country this week. Like the “ad” of the United 
States Steel Corporation, it tells a story of marvelous achieve- 
ment, of efficient industrial achievement of a great contribu- 
tion to the war. But here again we have an amazing revela- 
tion of the gigantic size which has been attained by industrial 
organization. General Motors which manufactures not only 
five different models of automobile, a popular truck, a de- 
sirable coach, the Fisher body and the Frigidaire, but a score 
of other highly essential and valuable products, tells us that 
in 1943 its average number of employees was 448,000. Its 
stockholders numbered approximately 421,000, a total 
“population” of individual employees and stockholders of 
870,000. Multiplying by three we have a total industrial 
“population” of 2,600,000, again exceeding the number of 
inhabitants found by the United States Census in 1940 to be 
domiciled in each of 29 of the 48 states. 

General Motors tells us with pardonable pride that in 
1943 the physical volume of war materials which it produced 
was more than doubled that produced in 1942. It tells us 
that the value of this production amounted to $3,500,000,000 
and that it paid for materials and services purchased from 
others approximately $1,900,000,000. 

General Motors tops the list of all the organizations in the 
country to which the government has awarded its war con- 
tracts. It and 99 others have received war contracts amount- 
ing in value since the beginning of the war effort to more 
than 70% of all the billions of dollars which the federal gov- 
ernment has expended out of its deepening deficit—70% to 
100 huge organizations, 30% to all others. Here again you 
have the same condition of little groups drying up and big 
groups growing bigger that I showed you at the outset in 
the story of the nation’s post offices. 


How Wuote Country Is AFrrecrep 


It is undoubtedly true that this country could not have 
made the marvelous record in the manufacture of war mate- 
rials of which we are so proud without the highly efficient, 
well organized activity of these giant industrial institutions. 
But it is only necessary to consider for a moment the mag- 
nitude of the purchases made by these units to realize that 
the prosperity of every community in the land is dependent 
upon what the managers of these organizations do and the 
decisions they make. When United States Steel, which last 
year bought $707,000,000 of products and services from 
others or when General Motors, which last year bought al- 
most two billion dollars of such materials and services, re- 
duces the amount of its orders, mines and factories, farms 
and stores all over the country will experience a reduction 
of business. Communities and states from coast to coast are 
intimately affected by the decisions reached by the managers 
of these units and nothing that the people in those communi- 
ties or in those states can do is likely to affect the result. 

But the condition is even worse if instead of United States 
Steel or General Motors, we consider “General Govern- 
ment” the title which I give for the moment to the huge 
central government organization we have had to establish 
in Washington to wage totalitarian war against totalitarian 
dictators. 

It has been necessary for the federal government to control 
production and allocate materials in order to organize the 
war effort because we had to have the guns, the airplanes 
and the battleships with which to over-match the aggressors 
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of Europe and Asia. This was all done necessarily by in- 
creasing the national debt to unimagined proportions. The 
orders which have come from Washington from the Army 
and the Navy, the Maritime Commission, the Defense Plant 
Corporation and all the rest amounting in value to about 
150 billion dollars, account for more than 50% of all the 
goods and services which are being produced in the United 
States. In other words, Uncle Sam is buying with deficit 
dollars more than one-half of all the things that are pro- 
duced and all the services that are rendered in this country 
by the people of the country. When the peace comes and 
that purchasing stops, when Uncle Sam withdraws from the 
market, then indeed unless we are ready in advance, every 
community in the land will feel the effects. This is the 
picture of the effect of economic concentration upon the 
lives of people. This is the story of the effect of an organized 
economy upon an individual economy. 

Here is the reflection in our country of the very conditions 
which in Europe and in Asia produced arbitrary central 
power. Here is the illustration of the two conflicting prin- 
ciples which lie at the root of this war—individualism versus 
arbitrary central power. Fascism and communism both stem 
from central economic, power. They came into existence 
because men did not know how to adjust the necessary huge 
organizations of the modern world to the needs of indi- 
viduals and localities. Because men did not know how to 
make that adjustment, they began to struggle among them- 
selves for control of the government upon which, in turn, 
they were ready to depend for the complete control of their 
economic lives. People divided into groups, workers or 
proprietors or farmers and each sought to protect its own 
interest by seizing and holding the government and excluding 
the members of all other groups from that position of advan- 
tage. 

MEANING OF “THE AMERICAN Way” 


If the American experiment in government means any- 
thing, if this “American way of life” of which we all speak 
so readily means anything, if the principles that Jefferson 
taught and Washington fought for mean anything, they 
mean that in America government is the instrument of all 
of us and not the instrument of any group or class. The 
American ideal of living is that both economically and 
politically we are all free men and no part of us has any 
right or shall be permitted to regiment all the rest of us. 

The problem of the modern world is the problem of the 
preservation of economic independence. Without economic 
independence, as the terrible events of the last four years 
have taught us so well, there can be no such thing as political 
liberty. One depends upon the other. The founding fathers 
were able to build a democracy in America because men 
were economically free. The very existence of democracy 
has been threatened all over the world because the growth of 
economic organization has been such as to unstabilize the 
economic basis of our society. 

When, therefore, we look to the future we must give our 
thought to the reestablishment upon a stable basis of the 
economy of the people in their local communities. This does 
not mean the destruction of big business at all. It does not 
mean the sacrifice of any of the great achievements, of any 
of the great efficiencies that big business has brought. It 
means first of all the protection of the local economy from 
arbitrary central power whether it is exercised by public 
or private authority. 

A big country needs big business. Much of the enterprise 
which modern civilization demands can not be carried on 
except by huge organization. The airplanes with which we 
are battering down Fortress Europa were possible of pro- 


duction only by huge organizations like General Motors. 
When the war is over we shall have to depend on the same 
organizations to build the planes which will carry the new 
commerce of the air across all continents and all oceans. 

Just as when in the middle of the last century we spanned 
the continent with railroads, now that we expect to girdle 
the globe by air transport we must expect to utilize huge 
accumulations of capital and large armies of workers under 
expert management. But we shall make a mistake if we 
imagine that we can turn the direction of the future over 
to the managers of these great units without government 
supervision in the public interest. Government is just as 
essential as industrial organization. What is needed is not. 
the elimination of industrial managerial authority or the 
elimination of government supervisory authority, but the 
establishment of a rule by law under which the responsibility 
of all groups, public and private, to the whole people shall be 
recognized and maintained. 

If big business is necessary, as we must recognize, to 
furnish the commodities and the services which the modern 
world demands, little business is no less necessary, for upon 


it depends the maintenance of the market which all business 
requires. 


PuRCHASING Power or PEOPLE ESSENTIAL 


It is not necessary to tell any group of businessmen that 
there can be no prosperity unless the people have the means 
with which to purchase that which business handles. We 
have had a higher standard of living in the United States 
than ever was established anywhere in all the history of 
civilization only because a larger proportion of the people 
here have been able to enjoy the output of all industry. The 
wise businessman first of all builds his markets, for unless 
he can sell his goods he has no interest either to produce 
them or to deal in them. Every chamber of commerce, there- 
fore, which devotes attention to the problems of the post-war 
world must give heed to the creation of a stable purchasing 
power by the people throughout the nation to take the place 
of government purchasing when the war is over. That in 
turn means that one of the primary concerns of every 
chamber of commerce should be to help create new oppor- 
tunity for employment in every community. Stable employ- 
ment at good wages in every town, village, city and state 
should be one of the primary objectives of local business 
everywhere, for only thus can a private economy be main- 
tained. 

We know that there is no other course to follow because 
we have tried the alternative courses, and each of them has 
failed. The private managers of our concentrated industrial 
economy were not able to prevent the collapse of 1929. Gov- 
ernment managers by public spending did create subsistence 
jobs for the unemployed in the ten years that followed, but 
a self-sustaining private economy was not established because 
concentrated public management is just as unable as con- 
centrated private management to provide oppertunity for all. 
Moreover, it must be perfectly obvious that deficit financing 
by the federal government in the postwar period offers no 
hope for the establishment of a stable economy. 

Already the government deficit is climbing toward two 
hundred billion dollars, or almost $1,500 per capita for 
135,000,000 people. The annual interest charge upon this 
deficit is more than three billion dollars, and this in turn 
is greater than the aggregate debt of all 48 states. 


A PRoGRAM FOR A DynAmic DEMOCRACY 


The substitute for public spending is private spending. 
We know from the records of the banks and insurance 
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companies, and from the reports of the United States Treas- 
ury Department that the people have been saving. They 
have the money, and it seems to me to be the plain conclusion 
of common sense that if we really want a private economy, 
if we really want an individual economy, if we really want 
men to be economically free as well as politically free, we 
have no recourse but to take those measures that are neces- 
sary to stimulate the investment of these savings in local 
private business, in new competitive industry, and then 
protect these investments against the destructive action of 
both private monopoly and arbitrary central government 
power. The tax laws can be revised in such a manner as 
to promote and encourage the investment of private capital, 
and thereby stimulate the substitution of private spending for 
government deficit spending. 

New enterprises thus brought into existence by the invest- 
ment of private capital can be protected from destruction 
by monopoly through laws which will more clearly define the 
powers, responsibilities and duties of all economic organiza- 
tions. 

This new enterprise can also be protected from regimen- 
tation or restraint by government by laws which, though 
recognizing the necessity for public supervision, shall deny 
to all administrative bureaus the power to be both judge 
and jury, manager and master, of private business. It should 
not be difficult to draw the line between local business and 
national business. It should not be difficult by law to stake 
out the respective jurisdictions of the two, so that while 
escaping from central government domination we shall be in 
danger of falling back into the control of private managerial 
power, which through national and international cartels and 
combinations can close the door of opportunity to little busi- 
ness and to the individual. 

Finally, we should seek tu revive our confidence in state 






and local authority. We should undertake to stimulate the 
local development of local resources, and to develop every- 
where throughout the country a new community conscious- 
ness, a new pride in our local subdivisions. We have had 
altogether too great a tendency to look to either concentrated 
financial power in the hands of big business or concentrated 
political power in the hands of big government to provide 
the employment which our local communities have neglected 
to provide by their own initiative. We have permitted class 
consciousness and pressure groups to grow at the expense of 
the integrity of the communities in which we live, and thus 
the vitality of both the economic and the political systems has 
been drained away. 


Democratic society is the most difficult of all societies to 
maintain, but it is the society which is natural to man, be- 
cause man is free. 

The theories of Fascism and Communism are defeatist 
theories. They have been conceived by men who do not 
believe that the individual is competent to direct the modern 
economy. It is because of their lack of faith in man that 
they erect the state as the source of all power and authority. 

The people of America have already demonstrated by 
their tremendous accomplishments in this war that they are 
not defeatists. They still believe in the principles of indi- 
vidual freedom, and I have no hesitation to say that they are 
competent to direct a free economy under a free government. 

The Republic which Jefferson and the colonial fathers 
founded will lead the world to the reestablishment of a free 
economy, just as it is now leading the world toward the 
redemption of free government. 

One thing only is needful, faith in ourselves, faith in the 
heritage that is ours, faith in those inalienable rights which 
Jefferson taught us were given to man by the Creator of 
the universe. 


Free Enterprise in the Postwar Period 


BUSINESS MUST RESPECT RIGHTS OF OTHERS 
By ROBERT GAYLORD), President, National Association of Manufacturers and President, 
Ingersoll Milling Machine Company, Rockford, Ill. Delivered before Postwar Forum of American Federation of Labor, 
New York City, April 13, 1944 


T is a great honor to appear before this Postwar Forum 
that the A. F. of L. has so ably sponsored, and in which 
the National Association of Manufacturers is glad to 

have a part. 

The contribution that your representatives made at the 
National Postwar Conference held in Atlantic City last 
month was notable. It is of extreme importance that we 
Americans understand as fully as possible the problems that 
lay ahead of us. That understanding can be enlarged as we 
meet and talk together. 

First and foremost, we must win the war. The best 
preparation for a solution of our postwar problems will be 
an early peace. The more effectively we work together now 
to produce the munitions of war, the sooner that peace will 
come. 

The topic, “Free Enterprise in the Postwar Period,” sug- 
gests that free enterprise may be entirely different when the 
shooting is over. Real, true enterprise will be the same then 
as it is now, but if we wish to enjoy the benefits of that pro- 
ductive system we must each do our part to make it operate 
more effectively, and to make it conform more nearly to the 
ideals of the free competitive enterprise system. 


Hardly a speech is made today unless it starts out by 
extolling free enterprise. All bow to its marvelous war 
record. Men who have publicly and consistently advocated 
planned economy and have been openly critical of the rugged 
individualists developed in the free enterprise system now 
preface every public utterance with a strong, “We want free 
enterprise.” That encouraging statement is often followed 
by a reservation that unless private enterprise does this or 
this or that, it must be done by the Government. 

These pronouncements all skirt the vital, fundamental 
issue of whether private or public enterprise is best for the 
country, and all neglect the fact that it is impossible for 
private enterprise to compete with public enterprise. 

There are important omissions, for postwar economic prob- 
lems largely revolve around the question as to whether we are 
to produce both the things we need in our everyday lives 
under private enterprise as free men, or under public enter- 
prise where the state is dominant. 

The terms and definitions of private or public enterprise 
need not concern us too much but to know which system will 
give us the greater comforts, the greater freedom, and the 
more security is overwhelmingly important. 
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The observations and definitions that I bring you are 
those formed in the hard-headed business world. They are 
simple and obvious. 

First, human nature in the postwar period will be the 
human nature of today. Nothing changes less than human 
The experience of centuries teaches us that some 
men will be workers, some will be thrifty, some will be 
dreamers, others content with little, and a few forever dis- 
contented. ‘The postwar world cannot be too much con- 
cerned with these latter individuals. The vital question is, 
how will society fare as a whole? Under which system will 
society as a whole live more comfortably and more happily? 

Second, the needs of the postwar will be filled only as we 
work, and work effectively. Giving a job to everyone who 
is willing to work is not the answer for our needs will be 
filled by production, not by jobs. 

(Third, industry does not exist to make jobs. It makes 
the things the people use in their every day lives. ‘The cus- 
tomer never steps up to buy an hour of time. He will buy 
the goods produced in an hour by an efficient workman who 
has effective tools and machinery to work with. But we 
know no consumer ever asks, “how much an hour did it 
cost to make,” but just, “how much?” “How much” de- 
termines the market! 

Fourth, if we are to make the required greater production 
of more things at the lower prices necessary to make more 
postwar jobs, we must have more tools and more machines 
to make that output possible. Skilled workmen are only 
skilled when they have the proper tools. The great produc- 
tion of this country stems from the fact that workmen have 
good tools and productive equipment. They are paid for by 
thrifty people who are willing to put their savings at risk 
because they believe they have a chance to earn a profit. 
All they ask is a chance to earn that profit. We must keep 
the opportunity to earn a profit on sales made in the open 
market at competitive prices open to whoever wants to enter 
the field. 

Now, let’s take a look at the two systems. 
enterprise, or, 


nature. 


True private 
to be more explicit, the profit and loss econ- 
omy has two equally powerful incentives: the hope of profit 
and the fear of loss. 

It is a competitive economy in which the production 
facilities are privately owned and operated for profit within 
a framework of laws designed to protect and safeguard the 
rights of owners, workers, and consumers. Under it men are 
free to decide how, when, and where they can best serve the 
people so as to earn a profit. 

It is a system in which the competition of the open market 
place sets the price and which produces and distributes in 
accordance with a common decision made up of thousands of 
individual judgments of men all striving to do a better job 
than their competitors. 

Finally, and of great importance, it is a system which 
can only induce acceptance of its goods by the public in 
counter-distinction to planned economy, which compels ac- 
ceptance of its goods and services by the authority of govern- 
ment, 

The ideal free competitive enterprise system is a dynamic, 
bold, risk-taking economy controlled by the combined judg- 
ments of many individuals, while public enterprise is a 
cautious one following the decisions of a single group of 
men moved by political expediency and having as a prime 
purpose the avoidance of mistakes. 

Here in America, free enterprise has worked. We know 
of the wealth of goods it has made available to all, rich and 
poor. We also know of men who have become wealthy be- 
cause they discovered new methods to produce the things we 


wanted at lower prices. Not infrequently we saw their 
fortunes vanish, but the low priced goods from whence they 
came did not disappear. Often success was attained only 
after many failures, but the opportunity to try again was 
never gone. 

Some people would have us believe that free enterprise 
means the right to conduct a business or earn a livelihood 
without regard for anyone else—an economy which is free 
and untrammelled, in which the law of the jungle prevails, 
or in which monopoly may exist by government between 
individuals. They are mistaken. That is not free enterprise. 

Competition is at the very heart of the enterprise system 
and competition, not governraent controf, has proven to be 
the best mechanism for social control of production. 

Government cannot force competition; it can only make 
it possible for individuals to compete. True, it can prevent 
individuals from setting up practices that restrict competi- 
tion. Free enterprisers want that. They believe that the 
laws forbidding restraints in competition should be made 
more clear and their endorsements made strict. Competition 
cannot be forced; it comes only because men strive to outdo 
one another in the hope of the reward of the market place. 

Public enterprise is managed by men who can hold their 
position through the goodwill of those in power. This calls 
for playing politics and outlaws risk and daring. 

The head of a governmental monopoly cannot afford to 
take chances. He must be a hide-bound conservative. He can 
take orders but no chances. If failures occur, subordinates 
will point out the disastrous effects of those mistakes, argue 
that the manager is incapable, and plausibly suggest that they 
might be better in his place. A premium is thus placed on 
caution. It becomes more important to maintain the status 
quo than to enter upon new ventures. 

The rewards that come with success are paid to those 
who put their abilities and skills at risk, as well as to those 
who venture with their money. 

For in private enterprise, a young man of capacity can 
urge a change upon his employers, and if he is not permitted 
to make it, he can go elsewhere with his ideas. Successful 
ideas mean profit and competing employers willingly take 
a chance. Even if his ideas fail, he does not lose his chance 
to try again. 

In public enterprise the reverse takes place. Men are 
encouraged to do the job only as well as it was done so as to 
avoid mistakes and are trained to avoid the possibility of 
mistakes and criticism. Important also is the fact that there 
is no other employer. 

Under public enterprise, it is not difficult to promise the 
people work and goods—security, if you will, from the cradle 
to the grave. All the people have to do is to surrender their 
freedom to the governors, agree to work as directed, and 
take their share of the goods produced as their pay. They 
must work at the jobs to which they are assigned and spend 
the money in the manner in which they are permitted for the 
kind of goods prescribed by the state. 

No one doubts that one hundred thirty million people 
who can be made to work can produce enough to exist and 
to do so without economic uncertainty. But, is such security 
worth the price and are we Americans willing to pay it? 
The price is the loss of freedom and a lower standard of 
living that our free enterprise system not only promises but 
delivers. 

So far, this has been definition by indirection. A formal, 
precise definition of free enterprise would be that it is a 
system which is individualistic and characterized by the 
ownership and control of the facilities of production, distri- 
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bution, and living by individuals or groups of individuals. 
It is based upon three simple propositions, namely: 

1. The voluntary division of labor, including the right of 
the individual to seek the kind of gainful employment 
he chooses to do under the conditions he is willing to 
accept and can find. 


The free exchange of goods and services, including the 
right of the individual to sell the products of his 
services and/or of his possessions to whom, when, and 
where he can and for what he chooses to accept; and 
then to take the proceeds thereof and buy what he 
chooses when, where and for what price he chooses to 
pay. 

3. And the institution of private property which may be 
defined as the right of the individual to own property 
and to enjoy its use so long as such use does not 
interfere with the enjoyment of another of the like use 
of his own property. 


th 


Public enterprise can be defined as an economy in which 
the Government owns the facilities of production and con- 
trols the processes of manufacture and distribution; an 
economy, which, in the final analysis, decides where men 
shall work, what they shall buy, and how they shall save. 
Where it exists, the state is dominant and the citizens serve 
the state. 

Despite this, there are places in a country such as ours 
where public enterprise is desirable—for instance, the postal 
system, vehicular highways, and other similar areas. Once 
public enterprise occupies an area, it shall do so exclusively, 
for private enterprise cannot and should not compete with 
them. Not because the Government is more efficient, but 
because it is subsidized competition. 

As a common sense measure, it is to be hoped that in the 
postwar period we taxpayers who are stockholders in govern- 
ment enterprise will insist that we be more fully informed 
as to the operation of our business. If government enter- 
prises have to make financial reports audited and supervised 
as meticulously as those of private enterprise, we will be able 
to judge better the progress made and more intelligently 
decide whether or not we wish government enterprise in 
other areas. 

Of one thing we can be sure; our postwar requirements 
will not come to us post paid under either system. In both 
cases it will be C.O.D., for the two systems have this in 
common: we cannot get something for nothing out of either 
one. 

Sure, there is going to be tough going—particularly in the 
transition period. There’s going to be some unavoidable dis- 
location in employment. If the public is deluded by the 
dream-planners’ promise of jobs-for-everyone, it will become 
so disappointed with the immediate transition period that 
they will holler for government help. The enterprise system 
might never get its chance to function successfully. 

We must not through soft thinking about temporary hard 
sailing throw away the greatest potentiality America has 
ever had. We have all the ingredients present for unusual 
prosperity; we must put them together correctly. 

The pent-up demand for ten million automobiles, twenty 
million radios, many more millions of vacuum cleaners, re- 
frigerators, washing machines to be paid for out of the con- 
sumer public’s estimated one hundred million in savings will 
insure us the start. On top of this, business will need at least 
ten billion to replace worn-out and outmoded equipment, 
plus new machinery for new products and for new jobs. 

If we can handle these demands intelligently, we will 
have adequate employment. If we can avoid bidding for a 


shortage of merchandise, and if we can encourage people to 
invest part of their savings so as to supply the needed pro- 
ductive machines, many of the depression mistakes of the 
past can be avoided. 

That’s going to take teamwork and understanding and 
patience with hard work. 

Working together we can make free enterprise work even 
more effectively than it has in the past. 

This is not the responsibility of management alone. It is 
not the responsibility of labor, but it is a common respon- 
sibility of all who make up this country of ours—labor, 
farmers, manufacturers, Congress, lawyers, doctors, mer- 
chants. 

Business has a vital part in it, for if business wishes to 
remain in private hands, it must make its contribution to 
the country worthwhile. It must see that it is truly competi- 
tive, that it treat fairly the investors and labor who share in 
making it valuable, that it learn to avoid depressions which 
penalize all of us. 

Labor’s part is no less important. If it wishes to be free 
and to choose its employment where it will and without 
onerous restrictions, it must see that it produces effectively. 
There is no more place for monopoly in labor than there is 
for it in management. Specifically, this means that restric- 
tions that are presently being placed on production in some 
places must be removed. It means that time-wasting and 
expensive regulations that make work for some but do not 
make for lower costs must be abolished. 

If society as a whole wants the full volume of goods that 
this system produces, and if it wants freedom among the 
citizens enlarged and maintained, it must see that its laws 
really make free enterprise’s full contribution possible. A 
few will stand looking into: 

The Security Exchange Act, insofar as it safeguards the 
rights of investors, is good, but the damage it has done to 
the country as a whole by restricting investment possibilities 
is bad. We can keep the good and eliminate the bad. 

The labor laws that have been passed in recent years which 
guarantee the rights of labor are good, but where they are 
unfair to unorganized labor or to employers, they are bad. 
A fair and impartial labor policy, one which is fair to all and 
favors none is vastly important. This can and must be done 
without abridging the right of men to organize and bargain 
through their own representatives—and it must be done 
without hurting organized labor. 

Tax laws should encourage risk and venture; they should 
not take the major part of the profits and let the investors 
suffer the losses. They can be so written. 

Nor are all government detrimental restrictions a matter 
of law. Some are by regulation, such as the present Treasury 
Department regulations which interfere with setting up ade- 
quate depreciation reserves. 

Unless business can scrap existing equipment as rapidly 
as economically possible so as to replace it with modern 
facilities that will produce better goods at lower prices, we 
will not make the strides to a better country that free enter- 
prise permits. 

Free enterprise in the postwar period will give us a chance 
to work. It will give the thrifty a chance to invest their 
savings. It will give security to the whole country through 
a greater production of houses, clothes, food, automobiles— 
all the things that make men’s lives secure. 

Nor will all the advantages be material. Free enterprise 
will foster the freedom of individuals that has made this 
country so great and which distinguishes us Americans from 
all other peoples of the world. 

These things will not come easily, nor will they come 
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through the efforts of a single class. Labor, management, 
and the Government united can do a great deal. United and 
devoted earnestly to seeing that our business is carried on in 
a competitive fashion, facing the tests of the marketplace and 


free from undue governmental control, yet subject to the 
impartial restraints necessary to respect the rights of others, 
we will make this country of ours better, happier, and 
stronger. 


Peace and World Order 


SELF-INTEREST CALLS FOR COOPERATION 
By LORD HALIFAX, British Ambassador to the United States 


Delivered at the Annual Dinner of the American Society 


OU will, I am sure, feel it is only fitting that before 1 

go on to speak of other things, I should say a word about 

a great American who must be much in our thoughts 
tonight. Others have more right than I have to speak of all 
that Frank Knox achieved for the service he loved so well; 
of that mighty battle fleet he did so much to build; of the 
robust judgment, the courage and fighting spirit he brought 
to the councils ef the nation. 

For my part I cannot forget that for three years I was 
honored by his friendship; that I learned, more and more, 
his value to our common cause and that, by word and exam- 
ple, he did as much as any man could do to foster a real 
comradeship in arms between your Navy and ours, and be- 
tween your people and mine. 

I am very glad to be here tonight to pay the tribute of a 
layman to the work which members of this association are 
doing in the field of international law. Particular signi- 
ficance attaches in these days to all that study, concerned as it 
is with so much that is directly at issue in this war. And, 
therefore, all thinking persons will have welcomed the state- 
» ment, to which many members of this society have contri- 
buted, defining the action that seems requisite to lay “the 
basis of a just and enduring world peace, securing order 
under law to all nations.” 

There can be no field of inquiry closer to what I judge to 
be the public preoccupation at the present time. For I can- 
not doubt that the masses of the Allied peoples everywhere 
have two dominant thoughts, which can be truly said to in- 
clude most of the things that matter to the world. The first 
is that they are determined to fight this war through and to 
finish it as quickly as they can; and the second is the ques- 
tion of how they can prevent there ever being another. 

As to the first, we must all have a feeling of waiting on 
great events; waiting above all for the time when, now that 
the Allies have a preponderance of ships, planes, fighting 
material and men, we may strike decisive blows that will 
drive Germany and Japan out of the war. Meanwhile, our 
course is plain: It is to take no chance, to relax no effort, to 
hold back nothing that will hasten the day of victory. 

The second thought is a question upon the answer to 
which depends the future of the human race. The best minds 
everywhere are working on it from every angle, for we re- 
alize how complex is the problem and how closely all parts 
of it are tied up together. Can we insure that the world will 
bind itself, both in written undertaking and in concrete act, 
to live in future, in the words of the preamble to the covenant 
of the League of Nations, “by the firm establishment of the 
understanding of international law as the actual rule of 
conduct among governments”? Or are the forces that would 
support and establish such a law once again to be swallowed 
by the jungle, of which the only maxim is: 

“The good old rule, the simple plan, 
That they should take who have the power 


And they should keep who can’? 


of International Law, Washington, D. C., April 29, 1944 


Nations, like individuals, have great opportunities. They 
can convert them to large achievement or they can let them 
go. The nations have let go many opportunities; and, as we 
reflect upon the rate of growth in the destructive capacity 
of a scientific age, we should be the more grateful if we are 
allowed another chance. For if we do not take advantage 
of it the human race may come perilously near self-extermina- 
tion. 

Can we do better this time? The answer will depend 
upon whether or not we can be clear-sighted enough to recog- 
nize and face the real elements in the problem, pleasing or 
ugly as these may be. 


EARLIER EFFORTS FOR PEACE 


Time was when there was real substance in the idea of the 
community of nations. The Roman Empire included within 
its borders the whole of the western civilized world, and in 
the shadow of its might peoples dwelt for generations in 
security. It vanished as a fact before the barbarian invasions 
and the division of the empire between Byzantium and Rome; 
but it survived as an idea in the concept of the unity of 
Christendom and in the shadowy supremacy of the Holy Ro- 
man Empire, which with the passage of years became, in the 
words of Voltaire, “neither holy nor Roman nor an em- 
pire.” Such fragments of unity as remained at the close of 
the Middle Ages were further broken by the Reformation 
and the rise of strong national states. War followed war, 
with hardly a breathing space, while a few men patiently, ~ 
but in vain, labored to rediscover the lost art of peace. 

From their efforts we had the beginnings of a law of na- 
tions, with the publication in 1625 of Grotius’ great work, 
“De Jure Belli ac Pacis.” Many different suggestions were 
made to restore the broken unity of Europe: the “Grand De- 
sign” associated with Sully, Minister of Henry IV of 
France; William Penn’s “Eassy Toward the Present and 
Future Peace of Europe”; the “Fundamental Treaty” of the 
Abbé Saint-Pierre; Kant’s “Treatise on Perpetual Peace”; 
the Holy Alliance—to name the more famous only of these 
projects. 

We had the great European Congresses—Westphalia, 
Utrecht, Vienna, Berlin. But these, for all their importance, 
were hardly more than glimmers in the surrounding gloom. 
In the seventeenth and eighteenth centuries every decade had 
its war; and even after 1815, when the British Navy sailed 
the seas without serious challenge, wars, though localized, 
continued; and in this uneasy fashion we reached the twen- 
tieth century, the first World War, and the great, but for 
the time at least unsuccessful experiment of a League of 
Nations. 

It is a long story. Why has humanity been so frustrated ? 
Causes of failure to prevent war, like the actual causes of 
war, have varied at different times. In the Middle Ages 
and indeed, later, religious and dynastic influences were far 
stronger breeders of wars than they are today; though these 
wars often left little mark upon the life of the ordinary 
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population. 
as we know them in the light of what we have learned in a 
century of mechanical invention, were less tormenting to our 


It is also true that economic maladjustments, 


forefathers than they are to us. These maladjustments, with 
the economic disorders they produced, by pre-disposing people 
to accept bad advice, gave the gangster dictators exactly the 
opportunity they needed. 

So one could go on, comparing and contrasting. But 
through all the variations we can plainly discover certain 
elements, forces, facts that in different circumstances remain 
fairly constant, and that go some way to explain the difh- 
culties which have thwarted realization of the idea of inter- 
national solidarity. 

The first is, of course, that which we call nationalism, the 
sense which makes men, organized in a nation, conscious of 
their distinction from other national groups and leads them 
to prefer their own group to any other. Here, plainly, there 
is something which goes very deep both in history and human 
nature and has been a powerful force for both good and 
evil. But whatever its merits or demerits, it is in the world 
to stay, and no plan for more stable international order has 
a hope of succeeding that does not take it into full account. 


SeELF-SUFFICIENCY A “DELUSION” 


The second fact is that wars induce in nations a desire for 
unity which peace often dissolves. Emotion is a stronger 
spur than reason, and when the storm clouds of war are 
emptying themselves upon the earth nations may register 
many good resolutions which are apt to fade when the skies 
clear. 

“The devil was ill, the devil a monk would be; 
The devil was well, the devil a monk was he.” 


The third thing, that we are very apt to forget, is how 
slow and difficult has been human progress and how very 
gradually we can expect to make large changes in human 
motive. The time has gone by when we might have been 
tempted to think of progress as something quasi-automatic, 
given enough mechanical aids to simplify, support and em- 
bellish daily life. We have seen too clearly how thin is the 
crust that separates man from animal and how easily some- 
thing which we had thought firm and permanent can be 
thrown back into barbarism. 

What, then, are we to think? For if we no longer can 
go to sleep with the thought of progress being easy and 
assured, we certainly cannot any longer take refuge in any 
kind of escapist philosophy. Neither as individuals nor as 
nations is it likely to be possible for us to stand on one side 
and keep out of the way of the traffic or to suppose that in 
a world that gets smaller every day political or economic 
conditions will allow any nation for long to enjoy the delu- 
sion of self-sufficiency. 

Fortunately we can learn from our latest and greatest 
failure. It would not be hard to compile a list of the mis- 
takes that the democracies made after 1918, but it all largely 
comes back to some very simple and very broad miscalcula- 
tions. 

Warns AGAINST DISARMING 


You in the United States and we in the United Kingdom 
thought that what was so abundantly clear to us—namely, 
that for victors and vanquished alike war was a disastrous 
interlude—must be equally clear to everybody else. But it 


was not. And this instinctive misjudgment was responsible 
for giving many people a wholly exaggerated view of the 
strength of the League of Nations and of leading them to 
place quite undue faith in the mere signature of pacts and 
treaties. 

This again led to our tragic mistake of putting the cart 
before the horse in the whole business of disarmament. 





Trusting to our own good intentions, believing that what 
was clear to us about war being a bad solution must also be 
clear to others, we pushed on with disarming ourselves and 
disarming by agreement our late allies, while failing effec- 
tively to control the rearmament of those who had lately 
been our enemies. 

I have called this putting the cart before the horse, because 
we did it all before we had established any firm system of 
security that would be called into operation if anything went 
wrong with our arrangements. And if there is one thing I 
would suppose was quite certain about our post-war actions 
this time, it is that neither you nor we shall be so mad as to 
disarm our nations except on a proved and established basis 
of security. 

What does that mean? It means in the first place the 
refusal, by whatever action may seem the most sure, to the 
late aggressors of any opportunity to begin again. It means, 
secondly, the maintenance of these controls or prohibitions 
until we are satisfied that there is a real and a permanent 
change of heart. It means, finally, the refusal to permit 
any one-sided infraction of any terms that are imposed or 
accepted. 

This last must be one of the fundamental principles of 
international action after the war. If law is to be effective, 
it must be applied always, everywhere and to all. We do 
not acquit a man of murder because he is a wealthy citizen, 
or because his victim was an old man who had not long to 
live. We do not acquit a man of theft because the amount 
he stole was not very large. Let the criminal get away 
with one crime and he is already half-way to the commission 
of another. And with Hitler, as with Japan, nothing suc- 
ceeded so fatally as success. 

I am not concerned to argue at what particular point they 
could have been halted in their depredations. No one knows 
better than I do how tragically our diplomacy, and I daresay 
yours, was hampered by the fact of which I spoke a moment 
ago—namely, that we had thrown away our strength. But 
that should not blind us to the truth that with each successful 
infraction, international law was weakened and the next 
crime came more easily. 

Every part of this program makes two demands upon us. 
It demands the existence of force in some form which can, if 
necessary, be invoked as the law-abiding citizen invokes the 
policeman to keep order. It also demands the continued 
readiness of public opinion in all the peace-loving nations to 
remain resolute in this business of enforcement. Certainly 
our leaders must lead; but if they have insufficient regard 
for the thought of those who follow, they may not impossibly 
find themselves in the position that led the British statesman 
Disraeli on a historic occasion to describe the Prime Minister, 
Sir Robert Peel, as being “an emperor without his army.” 


Must Facet REsponsIBILITY 


Three weeks ago Mr. Hull addressed a serious and timely 
warning on this very point. “A proposal,” he said, “is worse 
than useless if it is not acceptable to those nations who must 
share with us the responsibility for its execution. It is dan- 
gerous for us and misleading for them if in the final outcome 
it does not have the necessary support in this country.” And 
what is true of the United States is true, with due allowance 
for variations of constitutional machinery, of other countries, 
too. 
Can we, then, reasonably look forward to public opinion 
here and in the British Commonwealth being willing for the 
requisite period of time to accept the great responsibility 
that must go with power and that must surely accompany 
a victory, in the approach to which, through many almost 
miraculous deliveries, we can hardly fail to see the over- 
ruling hand of God? 
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The great powers cannot abdicate or delegate the respon- 
sibilities which their greatness has thrust upon them. They 
cannot take shelter behind a rampart of small states or sup- 
pose that a collective pronouncement of high intention can 
by itself and on all occasions take the place of action. 

Nothing is more easy than to be gloomy about the future. 
It is easy to recall that in 1918 we had the same good inten- 
tions and made the same good resolutions. It is also true 
that at the end of this war the problems of peace are going 
to be much more difficult than they were at the end of the 
last war. Yet mankind never crosses the same river twice 
and it is perhaps reasonable to hope that the world will not 
twice make the same mistakes. Macaulay used to say that 
‘no man who is correctly informed as to the past will be 
disposed to take a morose or disappointing view of the 
present.” 

And with all the disappointment and anxiety which we 
must feel, there is something to set upon the other side. 
During the last 150 years the world has made real progress 
toward recovery of the idea of a working society of nations. 

‘hat progress is plainly, if unostentatiously, marked by a 
number of conventions and agreements, all of which, what- 
ever may have been their intrinsic importance, plainly ac- 
knowledge that there is such a thing as an international 
community. 

‘There were the numerous congresses and conferences of 
the nineteenth century, held either to liquidate or avert a 
war and important as registering the conviction that war is 
not merely the affair of the actual or potential combatants. 
And in 1918 we saw the culminating experiment of the 
League of Nations which, apart from its subsidiary, the 
International Labor Office, and its fruitful activities in the 
field of humanitarian and scientific endeavor, did realize, in 
a form however incomplete, the idea of an international 
society. 

With all this slow but recognizable progress, large changes 
were bound to occur in the old conception of neutrality. So 
long as a war could be regarded as a private quarrel between 
two countries, other countries not directly concerned might 
hope to remain outside it. But one effect of the influence 
exerted upon world thought by the League of Nations has 
heen to make war less the exclusive concern of combatants 
and more an offense against international law and order. 
In this war, more plainly even than in the last, we have 
found that no neutrality will avail by itself to protect the 
interests of a neutral or even to secure its national existence. 

Furthermore, today the whole character of war has altered. 
Certainly this war is about something much more profound 
than frontiers or interests, as we used to understand them. 
And if the world should ever fail to keep the peace in the 
future, it is probably safe to assume that this would be be- 
cause of a clash of fundamental ideas affecting all society. 


The cumulative effect of these converging forces is to 
make it probable that the process of revising the old con- 
ception of neutrality will continue and that there will be a 
proportionate development in the idea that the protection of 
peace and world order are of common concern to all. 

With ali this, we must never lose sight of the momentum 
to war given by the economic and social disorders of our 
time. No political action by itself can be relied upon to 
keep war from the world unless we all realize how closely 
these problems belong to our peace and are prepared with 
resolution to meet and master them together. I do not say 
that we shall ever find their solution easy; but I am pretty 
sure that we shall never solve them separately. 

The nations were far from accepting these truths twenty- 
five years ago, but they are a good deal nearer to them today. 
And as between the United States and the British Common- 
wealth, there is the further undoubted fact that the present 
war has brought us to a better knowledge of each other. It 
is leading both our peoples to realize that in discharging 
whatever responsibilities the needs of world security may 
place upon us, we are not and shall not be acting in any 
spirit of good fairy generosity to the world, but in the 
strictest temper of self-interest. 


Urces CooPERATION 


It is one of the crowning mercies of our times that there 
is no part of the earth’s surface where American and British 
interests are in clash, or where, on the other hand, it is not 
to the highest advantage of both that they should stand to- 
gether. 

But there is perhaps something deeper than any of this, 
if we can truly make the thought real and our own. Our 
nations are now partners in this struggle. Many thousands 
from each nation are fighting side by side with the other in 
a comradeship of arms, and on a scale the like of which the 
world has seldom seen. Each day their unity is being welded 
and consecrated anew through sacrifice. They are our repre- 
sentatives, in that they are where they are because their 
respective nations have chosen them for that work. Most 
of us perhaps feel that they are more than our representatives, 
as with deep humility we read fractions of the single story 
of courage and devotion that filter back from them to us on 
our home fronts. 

Must we not rightly feel, as they are part of us and we 
of them, that the best way to prove ourselves not unworthy 
of their company is to build that same fellowship between 
our peoples of which they, our noblest and our best, have 
shown the pattern? To do less would surely be to fail and 
to betray them by leaving their work half done. Nor are 
we likely to find any cause of greater inspiration in the days 
of peace than that to which those whom I have called our 
representatives have so freely surrendered themselves in war. 


International Economic Cooperation and 
Small Nations 


A PROGRAM OF INTERNATIONAL ACTION 
By JOSEF HANC, Director of the Czechoslovak Economic Service in U. S. A. 
Delivered at the Convention of the General Federation of American Women’s Clubs, Saint Louis, Mo., April 25, 1944 


ROBABLY at no other time the problem of the future 
of small nations has attracted so much attention and 
concern as today. Many people believe that this is the 
era of the great powers. Indeed, the ease with which Ger- 
many invaded some seventeen smaller neighbors in three 


short years, clearly demonstrated the precarious position of 
military weak nations. Some planners of the postwar world 
go so far as to insist that the mere existence of smaller coun- 
tries constitutes a temptation to aggression by stronger pow- 
ers and that the best method to prevent future conquests 
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would be to do away with smaller countries altogether. This 
could be done, so they say, by absorbing them into larger 
units through persuasion if possible, or by coercion if neces- 
sary. These planners overlook that no country whether large 
or small is capable to defend itself single-handed against a 
better prepared enemy. They also ignore the fact, that inter- 
national anarchy among the great and small powers alike, 
together with the accompanying absence of an adequate inter- 
national security organization, is a much more real danger 
to peace. 

It is gratifying to know that the United Nations do not 
favor any such futile course against the future existence of 
small countries. The recent agreement signed at Moscow, 
by Russia, England and America, provides for the re-estab- 
lishment of a free and independent Austria. This agreement 
indicates that the restitution of small nations is to be one of 
the cornerstones of postwar European settlement. Inci- 
dentally, the Moscow agreement serves to revise the popular 
belief that there has been a steady trend of history towards 
ever larger political units. In reality there have been two 
steady and simultaneous trends in opposite directions. In the 
last hundred years we have seen the unification of several 
small states in Italy and in Germany. At the same time the 
dissolution of the Ottoman and the Hapsburg empires, the 
rise of the self-governing British Dominions, and quite 
recently the decentralization of the Soviet Union into its 
sixteen constituent republics offer evidence to the contrary 
process. 

Thus both tendencies come into play at various epochs 
and in various areas. The result is that we have never had 
and we are not likely to have a world which would consist 
exclusively of only one category of nations. In fact, it is al- 
most impossible to draw a line between a small and a large 
country. Most nations are neither too big nor too small. 
They feel quite comfortable as they are, occupying the posi- 
tion which national aspirations, history and political expedi- 
ency assigned to them. After the war, the world will again 
consist of numerous states of unequal size, population, wealth 
and national psychologies. Each of these states will be imbued 
with a more or less keen sense of sovereignty. There will be 
a few great powers with large resources and with hundreds 
of millions of inhabitants but there will also be many more 
medium size and small nations with a population of only a 
few million. In addition, the war will have rekindled in the 
minds of the masses of all continents a burning desire for 
political and economic advancement and for social and cul- 
tural emancipation. Many more people than ever before will 
be claiming better opportunities. 

Nations whether large or small are equally self-conscious 
and dynamic living social realities. They cannot be drawn or 
bent like metal. They cannot be experimented with in the 
same manner in which a chemical engineer experiments with 
plastics. Rivalries are likely to persist and the problem of 
coexistence will become more urgent and more complex. Only 
wishful thinkers can afford to indulge in the illusion that all 
of a sudden through some miraculous intervention, interna- 
tional clashes of interests will give way to a perfect harmony. 
Practical economic statesmanship must attend to the less 
popular but absolutely necessary job of removing the areas 
of friction and thus eliminate some of the incentives to war 
insofar as economic causes add fuel to war-like policies. This 
objective can only be achieved through a well-conceived and 
sustained international economic cooperation. Such coopera- 
tion can bring the various national and regional structures 
more in line with one another. Because of the differences of 
geography, climate, natural resources, temperaments and gen- 
eral economic development, the economic systems of different 
parts of this shrinking world cannot be made mechanically 





alike. Some of these differences are rooted in natural condi- 
tions, in the inequality of the distribution of main factors of 
production, such as raw materials, labor, capital or organiza- 
tional tradition, while others have been accumulated in the 
course of long and unequal economic evolution. A continued 
effort must be undertaken toward alleviating these differ- 
ences. Otherwise, the task of establishing an orderly interna- 
tional community government by law would become difficult 
if not impossible of achievement. 

It is particularly in the field of world economy that the 
argument against the small nations gained some popularity. 
Little criticism has been raised, on the whole, against the 
older established smaller states in western Europe. The 
alleged evils of smallness have most frequently been discussed 
in connection with the states of Central and Southeastern 
Europe which regained their independence largely as the re- 
sult of the First World War. There can be little doubt that 
any shift of territory from one sovereignty to another is 
bound to produce temporary economic dislocations, requiring 
a certain time to adjust to new conditions. Such dislocations 
occur both during the process of dissolution of a large ter- 
ritory into several smaller units and vice versa. 

I wish I had time to produce here conclusive evidence 
showing that much of the criticism of the smaller nations is 
either exaggerated or unjustified. In the interwar period the 
agricultural and industrial production of these countries rose 
more substantially and more rapidly than in many larger 
countries. Their general standard of living reached a higher 
level than at any time before their liberation. Individual and 
national realization that one is free to manage one’s own 
affairs according to one’s best conscience has always been the 
most effective encouragement of maximum individual and 
national effort. Before the rise of Nazism, each one of these 
countries made considerable strides toward economic recovery 
and full rehabilitation. 

From the point of view of international cooperation, justi- 
fiable grievances might be felt against any country which by 
a narrowly nationalistic policy hinders the flow of goods and 
services, or prevents its own people or other nations from 
developing its resources. Another objection advanced against 
the small countries is that they try to create new national 
industries upon uneconomical basis and then seek to protect 
them by high tariffs. Again, it would be unjust to single out 
the smaller countries as the principal culprits. In most cases 
the industrialization of these countries became a social and 
economic necessity for the purpose of relieving the population 
pressure, finding employment for surplus labor, exploiting 
local natural resources, especially agricultural, and raising 
the national income. Some of the new industries were un- 
economical if measured by the standards of older industries 
in more advanced states, such as the United States. But it 
was a question of sink or swim. While raising the employ- 
ment at home, the industrialization did not bring about any 
contraction of international trade. The blame for raising 
high tariffs must be laid squarely upon the shoulders of most 
countries. We all sinned against common sense. Some large 
states were even greater sinners than the small ones. On the 
whole, major economic disturbances resulted from the restric- 
tive economic policies of the great producing and consuming 
nations rather than from smaller countries, having a limited 
share of the world economy. The case of Germany, seeking 
more Lebensraum by all sorts of discriminatory restrictions 
and finally by force, is too well known to require any com- 
ment. Otherwise no special obstacles were introduced by 
small nations which would make it impossible for the na- 
tionals of greater countries to place investments within their 
territories, or to trade with them on the basis of equal rights. 
In fact, world trade in general has not suffered from any 
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maladjustments which could be ascribed exclusively to the 


existence or to the policies of small countries. In many in- 
stances, the trading interests of larger countries have gained 
appreciably from the creation of these states. 

On the other hand, the world economic crisis made deep 
inroads in the national economy of all nations and especially 
of the countries with more limited possibilities of internal 
expansion. For this reason small countries are vitally inter- 
ested in the greatest possible measure of international eco- 
nomic cooperation. Eager to heal the wounds of the war and 
of the German occupation, they will do their utmost to 
once again put their house in order. However, the more 
international cooperation we are able and willing to provide 
for, the more expeditiously the work of recovery can be done. 

Let me now refer briefly to some of the purposes of co- 
operation as seen from the point of view of small countries. 
The ultimate objective of economic cooperation is to create, 
by joint efforts, a world in which all productive power is 
employed fully and efficiently so that the people everywhere 
can obtain the highest degree of economic satisfaction. This 
is a highly remote ideal which can probably never be reached, 
at least not within our own lifetime. But we can approach 
it by pursuing a policy which will increase the purchasing 
power of the consuming masses so as to bring it closer to the 
consuming capacity of the purchasing public. The consum- 
ing capacity includes not only the things which the people 
actually buy but also the things they would buy if they could 
pay for them. This potential ability of people to use goods 
and services both known and those to be discovered represents 
the most elemental and dynamic force in world economy. It 
opens up almost unlimited possibilities of expansion and pro- 
gress. However, unless the increasing purchasing power is 
spread more evenly among the various areas and nations, the 
gap between the unredeemed and the effective consuming 
capacity will be kept wide open, with all disturbing conse- 
quences to follow. Regions of disproportionate standards of 
living can no longer coexist side by side without provoking 
great international crises. The crux of the problem is not 
how to create equality in poverty but how to bring the pros- 
pect of social rise within the tangible reach of every man and 
nation willing to work for it. Conscious international cooper- 
ation must be brought into play as a corrective of the in- 
equalities created by nature or produced by the unequal eco- 
nomic development in the past. Cooperation which would 
multiply the profound and harmful discrepancies, originating 
from natural or established conditions, would be a misnomer. 

Contrary to popular belief, nations will not need to start 
cooperating from nothing. Ever since the first shipment of 
goods crossed the international boundary many centuries ago, 
there has been a steady, if slow, progress toward a more com- 
prehensive realization of economic interdependence. Within 
our own generation the inevitability of cooperation entered 
into the consciousness of the growing numbers of people in 
every walk of life. The present war has brought about such 
a degree of economic collaboration among the various com- 
bined agencies of the United Nations that it seems almost 
unthinkable that we could ever allow haphazard or willful 
economic maladventures to split once again whatever unity 
of action we have won. One wishes to hope that a measure 
of international planning is going to stay with us, and that it 
will be a planning by common sense through voluntary co- 
operation by nations standing on the solid ground of realities. 

By what practical methods can a closer economic collabor- 
ation materialize? The question has been somewhat ob- 
scured by the introduction of ideological issues. Essentially 
economic cooperation is primarily a problem of specific func- 
tions to perform and less a problem of ideologies. Interna- 
tional planning as referred to is perfectly compatible with the 


existing different systems of the United Nations’ govern- 
ments, but not with the wholly non-cooperative Nazi fascism 
and Japanese exclusive so-called “co-prosperity” spheres. In 
countries with a keen sense of private enterprise national par- 
ticipation in international agreements will be formulated dif- 
ferently from countries with a more or less pronounced tra- 
dition of state supported economy. However, the differences 
of the economic mind should not be permitted to interfere 
with international economic action destined to result in com- 
mon benefit. Some of the problems of cooperation, as for 
instance the reconstruction of whole countries, are of such 
magnitude that no single group within one nation could pos- 
sibly tackle them singlehanded. Such problems will have to 
be attended to by the combined ingenuity of national govern- 
ments and private interests. In specific fields government 
assistance will become unavoidable and from the point of 
view of private interests sometimes even desirable. 

Coming to specific fields which call for international ac- 
tion the most immediate and urgent is the assistance in the 
relief and rehabilitation of the liberated countries after the 
cessation of hostilities. The United Nations Relief and Re- 
habilitation Administration has already been set up to do 
this emergency job. The work of this agency will be judged 
by the speed with which it will be able to procure sufficient 
supplies of goods and services and to distribute them fairly 
and according to need among the millions of suffering peo- 
ples of Europe and Asia. When speaking about such interna- 
tional agencies, one must never lose sight of the truism that 
no matter how well their administration is set up, their ulti- 
mate success depends upon the support given them by the 
constituent national governments. With full backing by its 
member states, the League of Nations would have been able 
to produce miracles. Without that support it became a sor- 
rowful failure, except for its economic activities. 

The United Nations Relief and Rehabilitation Adminis- 
tration will discontinue its operations once it has helped the 
people to help themselves. The United Nations Organiza- 
tion on Food and Agriculture, to be formally created this 
year, is the second international agency to emerge from the 
war. It is going to be a permanent organization binding the 
member states to raise the level of nutrition and standards of 
living of their own people, to improve the level of agricul- 
tural production and distribution, and to cooperate with 
other nations for the achievement of these ends. It has been 
ascertained that two thirds of the people of the world have 
never had enough to eat and that two thirds do not have 
enough of the right kinds of food for health and a decent 
life. This new organization makes it obligatory for each of 
its member nations to contribute toward combating this evil 
by securing freedom from want especially within its own 
national boundaries. This is a voluntarily accepted interna- 
tional duty and each member country undertakes to give ac- 
count to world opinion on its stewardship. 

Next on the program of international action come the 
establishment of an international stabilization fund to assist 
the nations in stabilizing their national currencies, and the 
creation of an international investment bank. This bank 
would facilitate the extension to its member states of long- 
term credits for reconstruction purposes. Both steps involve 
many technical details and are still the subject of preliminary 
discussions with foreign governments. I do not propose to 
go into them here. I would only like to remark that we look 
forward to seeing both projects realized in one form or an- 
other. Without sound monetary relationships among na- 
tions and without a healthy credit organization effective in- 
ternational cooperation is hardly thinkable. 

There are other cooperative agencies which we would like 
to see established in the postwar world. One of them should 
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lay down the principles and practices for the promotion of 
international trade. Nations of the world should freely sub- 
scribe to an international trade authority for the gradual re- 
duction of trade barriers and the abandonment of discrim- 
inatory practices of all kinds. Another type of agency 
which might substitute a degree of order for prewar anarchy 
are various international commodity agreements, such as the 
international sugar or wheat conventions. Functional agen- 
cies of similar type might guarantee a steady flow of goods 
from the producing to the consuming countries at fair prices 
to the producer and consumer and thus obviate the anomalous 
situation in which the producing nations find their resources 
frustrated while the consuming nations are facing acute want. 
This is not the place to enter into the technicalities of these 
arrangements. It should be mentioned, however, that in 
order to be socially responsible any such arrangement must not 
favor the high-cost producer to the detriment of the low-cost 
producer and the consumer. At any rate the consumer and 
labor should be fully represented in such agreements along- 
side the governments and private producers. Moreover, the 
philosophy behind all international agencies of cooperation 






should be that of expanding markets and not of restricted 
production. Finally, the primary precondition of economic 
cooperation is the creation of stable political conditions. 
While nations prepare for war or for defense against im- 
minent aggression, economic activities must inevitably become 
uneconomical. A functioning system of collective or joint 
security, based on clear understanding of the leading great 
powers, would remove fear among peoples, stop the incentives 
to uneconomical production and increase the material well- 
being of nations. 

I have not yet said a word about my own country. Even 
though a smaller country, Czechoslovakia has tried to prac- 
tice public and private virtues as fully as it has been done in 
larger nations living under less exposed conditions and sur- 
rounded by more accommodating neighbors. Let me, there- 
fore, conclude with the assurance that as an industrial nation 
keenly interested in the expansion of its economy, Czecho- 
slovakia will support every constructive initiative for the 
closest possible integration of world economy. We have al- 
ways pursued a cooperative policy, both of necessity and of 
preference. 


The Political Creed of George Washington 


GOVERNMENT CANNOT PROVIDE FREEDOM FROM WANT OR FEAR 


By GEORGE W. MAXEY, Chief Justice of Pennsylvania 
Delivered before the Sons of the American Revolution, Philadelphia, Pa., February 22, 1944 


HIS occasion suggests a text: ““Put off thy shoes from 

off thy feet, for the place whereon thou standeth is 

holy ground.” Here this republic functioned for a 
decade. Here on March 4, 1793 Washington took his second 
presidential oath. In this room in 1796 he gave out his 
“Farewell Address” and here in 1797 John Adams became 
President. 

No other man has been so reverenced by Americans as 
has Washington. Our capital bears his name; before his 
tomb Kings, Queens and Statesmen have stood with un- 
covered heads; the world’s loftiest monument is erected to 
his memory. When we compare this “lip service” to our 
country’s Father with our governmental acts since 1933 I 
am reminded of what Camille Desmoulins said to his 
countrymen during the Reign of Terror: “Ye worship the 
Goddess of Liberty not in principle but in stone. Liberty is 
not a nymph or a dirty shirt; liberty is governmental respect 
for the rights guaranteed in the constitution.” The 1791 
Constitution of France had declared:' “The aim of every 
political association is the preservation of the natural and 
imprescriptible rights of man. These rights are liberty, 
property, and resistance to oppression.” Within two years 
after that Constitution was adopted there was no liberty and 
no security against spoliation and oppression. Desmoulins 
and his wife died on the guillotine. The French constitution 
had become a “‘scrap of paper.” Is this nation now on Wash- 
ington’s birthday worshipping him in principle or merely in 
stone? 

If you wish to know the political creed of George Wash- 
ington study the Constitution. He initiated the movement 
for it. He presided over the Convention which drafted it 
and he was the first of thirty-nine men to sign it. When he 
did so he said: “Should the states reject this excellent con- 
stitution, the next one will be drawn in blood.” The colo- 
nists were then “drifting toward anarchy,” and anarchy 
always leads to bloodshed and a dictatorship. A good citizen 





wants neither anarchy nor chains. In Washington’s 133-word 
second inaugural address he expressed two thoughts: grati- 
tude for the honor of his reelection and absolute fidelity to 
the Constitution. 

In creating the Federal Government the American people 
laid down four commands, and these are clearly implicit 
in the Constitution they ordained. They are: (1) The fed- 
eral government shall keep to its sphere and the states to 
their proper spheres of government. (2) No official shall be 
entrusted with autocratic power. (3) Unrestrained power 
shall never be lodged anywhere, not in the President, not 
in the Congress, not even in a majority. (4) There shall be 
maintained an absolutely independent judiciary. That our 
first President clearly recognized these commands are re- 
vealed in his many utterances. In his Farewell Address he 
admonished his . .atrymen to be ever on guard against 
“the consolidation of the powers of all the departments of 
the government into one,” and he said: “Let there be no 
change by usurpation, for it is the customary weapon by 
which free governments are destroyed.” He declared that 
“to preserve the reciprocal checks” provided for in the 
Constitution “must be as necessary as to institute them.” 

An official who flouts any of the four commands so clearly 
implicit in the Constitution and so strictly adhered to by 
President Washington is a would-be dictator. Hitler’s first 
act was to abolish home rule and to concentrate all authority 
in Berlin. When he was seeking power he declared the 
German states to be “the historical cornerstones of the Ger- 
man Empire,” and he promised to respect them. When he 
got power he created a centralized autocracy. 

How fares this first principle in this country? On June 
7, 1938, Senator King of Utah declared that “if present 
policies continue, the states will become mere shells out of 
which all life has departed.” Governor Lehman of New 
York declared a few years ago that the Federal Government 
is exhausting the sources of the states’ financial support and 
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reducing the states to vassals. At the present time Pennsyl- 
vania has 44,500 state employees, but the Federal Govern- 
ment has 215,000 employees in Pennsylvania. One hundred 
and thirty years ago the Federal Government had one civil 
employee for every 5308 of our population; today the Ked- 
eral Government has one civil employee for every 45 of our 
population, or 3,132,600. James Madison, the Father of the 
Coristitution, protested in 1798 against “extension of the 
Kederal power to every subject falling within the idea of 
the ‘general welfare’”’ and declared that one consequence of 
such extension would be ‘“‘an excessive augmentation of the 
offices, honors and emoluments dependent on the Executive 
will” and that “This disproportionate increase of prerogative 
and patronage must evidently either enable the Chief Magis- 
trate of the Union to secure his reelection from time to time 
or to regulate the succession as he might please.’’ He further 
declared that by this extension of Federal power “the trans- 
formation of the republican system of the United States into 
a monarchy would be accomplished.” 

The second command is: Entrust no official with auto- 
cratic power. No such concentration of power in the Chief 
Executive as existed before Pearl Harbor, to say nothing 
of what exists now, has ever before been seen in this Re- 
public. Washington in his Farewell Address warned us 
wainst “that love of power and proneness to abuse it which 
predominates in the human heart,” and he declared that the 
consolidation of “the powers of all the departments” of 
yovernment “into one will create a real despotism.” Wash- 
ington never intended this to be a one-man government. The 
refusal of third terms by Washington, and Jefferson, and 
Jackson and later Presidents was based on the principle that 
we live under a government of laws and not of men and 
that the well-being of the nation does not depend on any 
one individual. In 1901 at the very height of his popularity, 
William McKinley declared that “under no circumstances 
would he accept a third term in the presidency.” Jefferson 
declared that the two-term precedent set by Washington was 
“Sound and salutary,” and that it is as much a president's 
“duty to lay down his charge at a proper time as to have 
borne it faithfully.” He added: “If some termination to the 
service of the Chief Magistrate be not fixed by the Consti- 
tution or supplied by practice, his office nominally for years, 
will in fact become tor life; and history shows how easily 
that degenerates into an inheritance.” Fifteen years later, 
at the close of President Monroe’s second term, Jefferson 
said: “The example of four Presidents voluntarily retiring 
at the end of their eighth year, and the public opinion that the 
principle is salutary, have given it in practice the force of 
precedent and usage, insomuch that should a President con- 
sent to be a candidate for a third election, I trust that he 
would be rejected on this demonstration of ambitious views.” 
kor a score of years betore his death Jetterson urged the 
adoption of a Constitutional amendment prohibiting a third 
presidential term. 

When the American people believe that a finite human- 
being and not they themselves is the source of all their well- 
being, they are slaves in their souls and are ready for their 
master. This has been demonstrated often in the laboratory 
of history. Porfirio Diaz ran in 1877 for President of 
Mexico on a platform ot “no re-election.” He served one 
term and in 1884 he was re-elected and was continuously 
re-elected until he had served a total of 27 consecutive years 
as President in name but as Dictator in fact. In 1911 it 
required a revolution to drive him out of power. When the 
German people “heiled” Hitler as their saviour they lost 
their right to life, liberty and property and got forced labor, 
concentration camps, prisons, firing squads and headsmen in 


swallow-tail coats and with uplifted axes. A great Demo- 
cratic statesman, Champ Clark, said in Congress in 1908: 
“I contgratulate Theodore Roosevelt on turning a deaf ear 
to those selfish flatterers who have endeavored to persuade 
him to violate the wholesome precedent of 111 years and 
run for a third term as President, for no President of the 
United States will ever be elected to a third term until this 
Republic is on it’s last legs.” 

Jeremiah S. Black, said: “A republic with executive power 


_and patronage perpetually wielded by the same person will 


soon cease to be a republic. When Caesar refused to lay 
down his consulship, as his predecessors had done, at the 
end of a year, and was re-elected time after time with the 
acquiescence of the Senate and the people, all that was real 
in Roman freedom ceased to exist. Two republics in France 
were brought to an end in the same way. Napoleon began 
by being Consul for a term, then was elected for life, and 
finally became Emperor, with the powers of an absolute 
despot. The last Bonaparte was President for four years, 
was re-elected for ten, and ended, like his uncle, in grasping 
the imperial crown.” 

The third command of the Constitution is: “Never permit 
unrestrained power to be lodged anywhere, not even in a 
majority.” Those Americans who want no curb on the 
majority are in accord with Lenin, who declared that “the 
revolutionary dictatorship of the proletariat is not bound 
by any laws.” Wherever this doctrine prevails no man’s 
life, liberty or property is secure. 

The fourth command is: “There shall be an absolutely 
independent judiciary.’’ Where courts are servile the people 
are enslaved. There was no liberty in England until the 
Revolution of 1688 made judges independent of royal favor. 
Hitler’s first act as Germany’s dictator was to declare all 
judicial power invested in himself. When he invaded Aus- 
tria he revoked the commissions of every Austrian judge 
and put puppets in their places. Napoleon III reduced 
French judges to marionettes. 

Too long a tenure in the White House enables a Presi- 
dent to fill the Federal benches with judges who are imbued 
with his own elastic conceptions of constitutional limitations. 
It is only natural that many of these appointees should be 
ambitious for judicial advancement. Seventy per cent of the 
present occupants of the Federal bench owe their appoint- 
ments to the only President who has served more than 
two terms. ‘Tens of thousand of bureaucrats, known as 
“administrative officials,” have invaded the province of the 
courts and pass arbitrarily on more competing claims than 
are now submitted to judicial decision, and from their edicts 
there is practically no appeal. The present Chief Executive 
has urged upon Congress the enactment of laws “regardless 
of well founded doubts of their constitutionality”; and so 
contrary to the precedents of 150 years have been the present 
day adjudications of the highest court in the nation that 
certain members of it recently declared that its decisions 
have become mere “games of chance” and furnish no re- 
liable guide to lawful conduct. 

Washington had convictions not only as to the decentrali- 
zation and limitation of governmental power but also as 
to the restricted range of government. He knew that the 
more contacts government has with individuals the more 
their liberties are curtailed. Society and the body-politic are 
two different things. Statesmen recognize that fact and 
always labor to keep government in its place; visionaries 
always invite government to encroach into the domain of 
private aftairs. Government perverted from its legitimate 
purpose, i. e., government “out of bounds” is lawless, oppres- 
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sive, wasteful, and futile. This was proved when for cen- 
turies it intruded into the field of religion. It was proved 
when it attempted to legislate total abstinence into indi- 
viduals and make the sobriety of the American people de- 
pendent on the efficiency of sleuths. The Man of Galilee 
never preached salvation by statute; “He spent no time in 
the ante-chamber of Caesar.” 

Our constitution was wrought out by statesmen and or- 
dained by the people to protect human beings from the 
meddlesomeness of government as they exercised their 
natural rights. The Constitution commands the government: 
“Keep your hands off natural rights, administer justice among 
men but do not attempt to administer the personal affairs 
of men.” To men thus freed of governmental shackles this 
nation owes the unparalleled industrial progress Washington 
predicted. He wrote to Lafayette: “Many blessings at- 
tributed to the new government are taking their rise from 
industry and fr«gality.” The great American inventions: 
the cotton gin, the telegraph, the telephone, the electric light, 
the air-brake, the automobile, the airplane, all were pro- 
duced by free men working in free shops, to which no 
bungling bureaucrat ever sent his edicts. A bureaucrat is 
an official who has not a dollar invested in the business he is 
bossing from a far-off easy chair and who is not 1% as 
competent to manage it as is the man who has created it and 
owns it and lives with it. Nowadays tax-paying businesses 
owned by experienced men are being arbitrarily restricted by 
officials of no experience, who scorn the lessons of others’ 
experience, who are under no restrictions and who are sup- 
ported by the taxes paid by the businesses they are doing their 
best to destroy. Bureaucratic edicts have the same effect 
on enterprise as weeds have on growing grain. 

Twenty-six billion dollars of the productive wealth of this 
country was created by the inventions of Edison and seven 
billion dollars are earned each year by persons employed by 
reason of those inventions. The government had nothing to 
do with Edison’s inventions or the management of his shops, 
except to protect the inventions for a limited number of 
years. The same was and is true of Henry Ford. Edison has 
gone and Ford will go but the creations of their brains 
and enterprise and management will shower benefits on the 
human race through all coming time. This nation owes a 
thousand times more to the initiative of individualists than 
to the intrusions of bureaucrats. 

We hear a lot today about some “new freedoms.” They 
are “new” indeed, for the greatest thinkers and the greatest 
statesmen who ever lived never heard of them. These new 
freedoms are “freedom from want” and “freedom from 
fear.” Any man who declares that government can and 
should provide these freedoms is either an ignoramus or a 
fraud. Freedom from want is not a gift of government at 
all, and it is a gift of God only to the extent the recipient 
co-operates, for God helps only those who help themselves. 
The Indians had all the natural rights but they had freedom 
from want only when they hunted and fished with skill and 
success. Life was intended to be a struggle—not a “donation 
party.” The Creator gave man the good earth but in order 
to subsist, man must cultivate it, for weeds quickly claim a 
fallow field, and it was long ago ordained that “in the sweat 
of thy face shalt thou eat bread.” It was the creed of 
Washington that every man should “hoe his own row” and 
that he would hoe better if he felt the spur of want. Presi- 
dent Washington never recommended that the American 
people should squander themselves out of want, borrow them- 
selves out of debt or regiment themselves into freedom. He 
was old-fashioned enough to believe that wastefulness was 
wicked, work the way to well-being, and that the chief 









function of government was to protect individuals in the 
exercise of their natural rights and in the enjoyment of the 
fruits of their toil. In his Farewell Address he admonished 
his countrymen to “cherish public credit’ as “a source of 
strength and security” and he declared that the way to 
“preserve it” was to “use it as sparingly as possible, avoiding 
occasions of expense.” 

No government protected Washington from want. As a 
youth he worked amid frontier hardships. Before he was 21 
years of age Governor Dinwiddie selected him to carry the 
ultimatum from Virginia to Fort Duquesne because he was 
trustworthy, intrepid and “‘skilled in forest-craft.”” The gov- 
ernment did not give him those qualities; he acquired them. 
Washington and Christopher Gist left Fort Cumberland, 
Maryland on November 15, 1753, “in excessive rains and 
vast quantities of snow”’ but inclement weather did not daunt 
them. They believed with the old trappers that “hard 
winters make fine furs.” They struggled on through snow 
and forest, and whatever “freedom from want” they had, 
they achieved. Upon uncushioned ground they slept at night 
the dreamless sleep of exhaustion. 

Whatever education Washington got he got for himself. 
The halls of higher learning never echoed to his foot-falls, 
but from hardy, self-reliant ancestors he received the best of 
all inheritances, character, and in a youth replete with 
arduous toil and dangerous tasks he proved himself depend- 
able and steadfast and gained what Tennyson called “the 
wrestling thews that throw the world.” The sturdiest tim- 
ber is always found in oaks which on windswept hills have 
defied and survived the storms. Neither Washington nor any 
of his associates in war or peace had any illusions about 
establishing a government able to create either wealth or 
happiness. What they fought for and won was the right of 
men and women to life, liberty and the pursuit of happiness. 
They were too honest and too experienced to make extrava- 
gant promises or raise vain hopes. 

You can read everything ever said by Washington, Frank- 
lin, Jefferson, Lincoln and all the other great men of this 
Republic and you will not find one word fostering the idea 
that it is the duty of the Government to guarantee any able- 
bodied individual freedom from want. Let any government 
promise freedom from want and there will spring up a 
multitude of languid loafers to prey on the possessions of 
those who are willing to work and save. For 144 years no 
President of the United States ever encouraged the taxing 
of the thrifty to support the indolent. Thomas Jefferson said: 
“It is the American way to find means within ourselves to 
surmount our difficulties and not to lean on others.” Wash- 
ington and Jefferson knew that if a government encourages 
leaning, the leaners will eventually so outnumber the lifters 
as to cause a complete collapse. Our first President's ideal 
American was not a “kept man.” He preferred producers to 
takers. 

Nor was it ever any part of the political creed of George 
Washington that the Government should be the administra- 
tor of individual enterprise, the planner of all business affairs 
and the director of the daily lives of the people. Washington 
and Lincoln were the two greatest men who ever served as 
Chief Executives of this nation and neither of them ever 
claimed that he or the government possessed such God-like 
power that he or it could do any of the things that visionaries 
today declare it is the duty of the Government to do. Wash- 
ington, like all great men, was a modest man and knew his 
own and others’ limitations. Mrs. John Adams saw George 
Washington when he took command at Cambridge in 1775 
and she wrote that “modesty marked every line and feature 
of his face.” 
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Any man in public office or elsewhere who promises that 
through legislative magic the struggle of life will be abol- 
ished and that there will be equal rewards for the industrious 
and the indolent is not a leader but a misleader of the people. 
He is encouraging legislative hocus-pocus. He is catering 
to the people’s wish-bones and weakening their back-bones. 
The baiting of electoral traps with political hokum is well- 
known in the history of the fall of republics. Plato said: 
“I-very tyrant made his first appearance as the friend and 
Alexander Hamilton said: “Of 
those men who have overturned the liberties of republics, the 
greatest number have begun their career by paying obsequious 

kurt to the people, beginning as demogogues and ending as 
tyrants.” 

No government can guarantee human beings freedom 
from fear any more than it can guarantee aviators freedom 
from falls by promising to repeal the law of gravitation. 
Fear is a useful part of the mental equipment of every 
human-being. Salutary fear makes the general vigilant and 

pts the soldier to take cover so that he will live to fight 
wain. “Eternal vigilance is the price of liberty” and only 
those possessed of prudent fear are ever vigilant. Edmund 
Burke said: “Early and provident fear is the mother of 
satety.”” It was the absence of this provident fear that made 
it possible for the Japanese at Pearl Harbor to surprise our 
forces and in two hours kill 700 more Americans than were 
killed on either side in the battle of Gettysburg. It is fear 
of submarines that keeps our Atlantic patrol ever on the 
alert. It was “provident fear” that prompted Washington 
to conduct his masterly retreats in the face of overwhelming 
odds and thus save his slender forces for the crowning tri- 
umph at Yorktown. JIear of want and hope of gain have 
been the mainsprings of human ambition. They led your 
ancestors and mine to make the dangerous journeys in sailing 
ships from the Old World to the New. Coal to be mined, 
forests to be felled, fields to be ploughed and planted, beck- 
oned them. ‘They hoped to gain economic security by honest 
work and frugality. All they asked was a free field, a fair 
chance and the protection of the fruits of their toil. They 
had no desire to become wards of a paternalistic president. 
They were expecting “work-outs,” not “hand-outs.” None of 
them had learned to walk by being carried. 
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Washington’s conception of government was that is is an 
agency to protect life, liberty and property. ‘The Constitu- 
tion promises that “Private property shall not be taken for 
public use without just compensation” and the United States 
Supreme Court of seventy years ago in applying this principle 
declared that, “To lay with one hand the power of the 
government on the property of the citizen, and with the 
other to bestow it upon favored individuals is none the less a 
robbery because it is done under the forms of law.” 

In his zeal to protect life, liberty and property, Washing- 
ton ever emphasized as an article of his creed the mainte- 
nance of law and order, and that by force if necessary. When 
during his administration large groups in Massachusetts de- 
fied the law Washington wrote to a member of Congress: 
“You talk of employing influence to appease the present 
tumults in Massachusetts. Influence is not a proper remedy 
for disorder. Influence is not gevernment. Let us have a 
government by which our lives, our liberties, our properties 
will be secure, or let us know the worst at once.” In other 
words, his idea was that if the government was too feeble to 
maintain law and order it should be abolished for a better 
one. 

When the Whiskey rebellion began in Western Pennsy]- 
vania, Washington issued a proclamation saying that the 
issue was “whether a small portion of the United States shall 


dictate to the whole Union,” and he summoned armed forces, 
took command of them himself and was on his way to lead 
them into action when the lawless bands decided that George 
Washington was not a President to be trifled with and so 
laid down their arms and surrendered. In his Farewell 
Address Washington said: “All combinations and associa- 
tions under whatever plausible character to overawe or con- 
trol the action of the constituted authorities are destructive 
of the fundamental principles of government.” In the same 
address he warned the people against what he called “cun- 
ning, ambitious, and unprincipled men” who “usurp for 
themselves the reins of government.” He also warned us 
against those “disorders and miseries which incline the minds 
of men to seek security and repose in the absolute power of 
an individual.” 

An important article of Washington’s creed was prepared- 
ness. In his first Annual Address to Congress on January 8, 
1790, he said: “To be prepared for war is one of the most 
effectual means of preserving peace. A free people ought to 
be not only armed but disciplined.” From 1776 to his last 
Message to Congress in 1796 he urged and worked for the 
establishment of a military academy. In his Fifth Annual 
Address to Congress, in this very room, he said: “The 
United States ought not to indulge a persuasion that con- 
trary to the order of human events, they will forever keep at 
a distance those painful appeals to arms with which the 
history of every other nation abounds. There is a rank due 
to the United States among nations which will be withheld, 
if not absolutely lost, by the reputation of weakness. If we 
desire to avoid insult, we must be able to repel it; if we 
desire to secure peace, one of the most powerful instruments 
of our rising prosperity, it must be known that we are at all 
times ready for war.” 

If this nation had during the 1930’s been mindful of that 
portion of Washington’s creed, there would be no Global 
War today. When Hitler began his conquests in 1939 he 
knew that we could then put in the field only 60,000 well- 
armed, well-trained troops; and a number of our short- 
sighted appeasers in Washington had done their best to give 
Hitler to understand that no matter what brutalities be 
heaped upon the rest of mankind this Country would not 
fight. We even agreed to keep American ships off the seas 
so that Hitler’s pirates could roam and rob and kill at will. 
All honor to Senator Carter Glass who shamed by the 
cowardly action of his country declared: ““To keep American 
ships off the seas at the behest of that arch-assassin Adolf 
Hitler is a blot on American history and a dishonor to our 
dead.” In saying that, Carter Glass showed the spirit of the 
Virginia statesman the world honors today, for Washington 
said in his last Message to Congress: “To secure respect to 
a neutral flag requires a naval force organized and ready to 
vindicate it from insult or aggression. This may even pre- 
vent the necessity of going to war by discouraging belligerent 
powers from committing such violations of the rights of the 
neutral party as may, first or last, leave no other option.” 
Washington knew that wealth plus weakness invites aggres- 
sion and that a nation which is not prepared for war is ripe 
for slavery; some Genghis Khan is always ready to begin its 
subjugation. “Around every Rome hover the Gauls, around 
every Athens some Macedon.” 

It will always prove less expensive for a nation to be well 
armed in peace than to be ill armed in war; and this nation 
may some time make the discovery that it is too late to pre- 
pare for war after war comes. Thanks to our allies in two 
wars our lack of preparedness did not prove fatal to our 
independence and freedom but its cost can be computed only 
in tens of thousands of lives and in billions of treasure. Some 
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time we may tempt fate once too often. Adequate American 
preparedness would have prevented this present war. A 
mental and physical readiness to fight usually makes a fight 
unnecessary. 

There has been a great deal of misunderstanding about 
what Washington said in his Farewell Address as to our 
foreign relations. He never warned us against “entangling 
alliances”; he warned us against “permanent alliances” with 
foreign nations, so that we might at all times be free to act 
as our own interest should dictate. He declared that we 
could “trust to temporary alliances for extraordinary emer- 
gencies.” That is what we did in 1778 when we temporarily 
allied ourselves to France, in our fight for independence. 
That is what we are doing now when we become one of the 
“United Nations” to save us and them from subjugation by 
barbarians. I think Washington would agree with William 
McKinley, who in the last speech he made said: “The day 
of America’s exclusiveness is past,” and that Washington 
would also agree with Woodrow Wilson, who said: “We 
are a part of the world and nothing that concerns the essen- 
tial rights of mankind can be foreign to us. There is no 
‘entangling alliance’ when all unite to act in the common 
interest and are free to live their own lives under a common 
protection.” 

There is nothing in Washington’s character or in his 
career which indicates that he would be any more tolerant 
of international disorder in the 1930 decade than he was of 
domestic disorder in the 1790 decade. International peace, 
like domestic peace, is an order and there can be no order 
without compulsion. Organized force is a prerequisite not 
of war but of peace. Without international law backed by 
force, international order dissolves into anarchy, just as 
our cities when without police forces become the prey of 
criminals. ‘The lawless hordes of the world are always ready 
to rise, and static right is never any match for dynamic 
wrong. 

The United States has everything to gain and nothing to 
lose by its present powerful “temporary alliances.” Our 
Army and Navy will return from this war as they have re- 
turned from other wars, with new victories on our banners, 
new glories in our history and our long record of heroic 
deeds will be enriched with new and shining pages. Then 
when peace comes and we are burdened with a debt of over 
$300,000,000,000 this nation will be faced with the greatest 
crisis in its history, for while government can create debts 


they have to be paid by the labor and sacrifices of human 
beings. They cannot be liquidated by legislation. 

To equip us to meet the crisis ahead of us let us begin at 
once to worship Washington not “in stone” but “in prin- 
ciple.” Let us not commit the follies which in France led 
through wild extravagance and mob rule to bottomless 
bankruptcy and bloody festivals of destruction. That pro- 
found philosopher, Gustave le Bon, said of the French people 
of that period: ““They resolved to break with the past, to 
establish a new era and to legislate for the human race. 
They wanted to annihilate the past but in the end they 
were annihilated. Their faith in the power of laws was 
absolute, but after ten years of violence and destruction, of 
pillage and murder and massacre they fell into universal 
reprobation. The possibility of remaking society by laws has 
been given the lie by experience.” 

A so-called “planned society,” or totalitarian control of 
all activities of human society, is only a new name for social- 
ism, and socialism has never worked anywhere well and 
never worked at all except under a regime of slavery. The 
so-called ‘social democracies” of Russia and Germany were 
treadmills run by human-beings under the prod of the bay- 
onet, and with the mill’s hum broken only by the salvos of 
firing squads. That clear-visioned labor leader, Samuel 
Gompers summed up socialism when he said to the socialists: 
“T have studied you and your doctrines; I have found them 
socially wrong, economically unsound and industrially im- 
possible.” Samuel Gompers sensed the difference between 
statesmanship and “political humbuggery.” He knew that 
no government is able to guarantee any individual doth civil 
liberty and economic equality. God did not “standardize” 
all human beings, and government cannot do it. When gov- 
ernment attempts to make everybody economically equal, it 
ceases to be an administrator of justice between individuals 
and becomes an oppressive tyrant. 

Ladies and gentlemen: In place of a totalitarian state con- 
trolled by a permanent occupant of the White House, I am 
for a Federal Union of 48 self-governing commonwealths; 
in place of a tyrannical and enfeebling paternalism my vote 
is for a free and invigorating individualism; in place of 
socialism masquerading as “planned economy,” I make an 
appeal for the rugged Americanism of our forefathers; and 
in place of the myriad confusing edicts of a blundering 
bureaucracy, I propose the simple creed of George Washing- 
ton: The Constitution of the United States! 


Reconversion of America for Peace 


“WHAT'S YOUR ANSWER?” 


By J. FRANK RUSHTON, JR., President, Birmingham Chamber of Commerce 
Delivered before the Southern Commercial Secretaries Association, Birmingham, Ala., March 20, 1944 


LMOST by accident the problem of reconverting 
America for peace became violently thrust into my 
consciousness a short time ago. It was a problem 

about which I had heard much discussion and which I sup- 
posed was one of those things to which I would turn my 
attention in due time. But there came to me an opportunity 
to take a vacation. I decided to take that vacation in Mexico. 
I have been there many times and I know a great number 
of the Mexican people. I thought it would be a place to 
rest for two weeks so that I might come home refreshed and 
better able to meet the problems of our war time economy. 





However, while I was in Mexico I saw and heard many 
things which upset my thinking. 

Let me tell you what I saw and let me offer you this 
apology. I was on my vacation. I did not go to discuss 
economics. I avoided to its fullest possible extent the dis- 
cussion of politics. I sought to see none of the things that 
I shall mention to you and, therefore, I give you neither 
statistics nor any supplemental facts other than the statement 
that I met them. I saw them. I am powerless to interpret 
them. That must be your job. 
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MERIDA 


I had landed in Merida, Yucatan and on the first evening 
I was there, I went out to the home of a Mexican friend, 
who runs a henequen mill. He owns a plantation on which 
he grows henequen and the product of that henequen is 
rope. We are buying that henequen because we need the 
rope. This is what I was told at the table, despite my en- 
deavor to turn the conversation away: “What is it that 
vou Americans have on your mind in this war? Are you 
aware of the fact that the heads of your various bureaus 
and agencies are coming into Mexico and through the Mexi- 
can Officials you are buying henequen from Mexico. You are 
paving 9c a pound for it when it’s worth 3c a pound. Are 
vou aware of the fact that none of that extra 6c is going 
to the people of Mexico but it’s going into the hands of 
the politicos” (understand that politicos is Spanish for polli- 
ticians). I tried to drop that conversation but across the 
table from me was the Consul for a neutral country. He 
leaned across to me and said, “Are you aware of the fact 
that we, too, need this product and that we are buying 
what you leave at 3c a pound?” The man who represents 
one of our allies in that particular area spoke to me with 
considerable bitterness. Said he, “You are leaving us no 
henequen. We need it badly and we, too, are paying 2c to 
3c a pound for what is left.”"”, My Mexican friend went back 
to his theme and said, ““This money isn’t coming to the 
Mexican peon. Watch them as you move about. You will 
see they do not benefit. You are spending 9c a pound for 
what you reasonably could buy at 3c a pound and you are 
creating an inflation down here. When will you Americans 
learn that you hire a servant but you do not pay a friend ? 
When are you going to understand that when you want a 
man’s friendship, you first command his respect and if you 
don’t have it, you get neither?” 

Mexico City 

I left Merida. I went up to Mexico City. I went out 
to meet my Mexican friends and the first thing I met was 
complaint that on the American Embassy in Mexico City 
there are eight hundred different attaches who are buying 
all through Mexico at the same rate as this henequen is 
being bought. They have taken the best rooms in all of 
the best hotels. ‘They are squandering their money and our 
money in such a fashion that the prices in Mexico City are 
rising more rapidly than they are here at home. The Mexi- 
can people ask, “Why do you permit it? This is war. You 
have a manpower shortage. Yet in our City there are eight 
hundred of your men doing what could reasonably be done 
by fifty men and paying a price that’s shutting us out and 
wrecking our economy. What's to become of us when you 
take these eight hundred men home and they quit spending 
as they are spending? Don’t vou Americans know that you 
hire a servant but you don’t pay a friend? What do you 
mean by ‘good neighbor’ policy when we, the small middle- 
class are being squeezed out of existence. Frankly, we think 
you are doing it deliberately. Your money is going to our 
officials. It’s going to our government. We are 
feeling the effects and not getting the money.” I don’t 
know that there are eight hundred men on the Embassy Staff. 

I left Mexico City. I went back up towards Guadalajara 
to visit the places where I knew people. Here is what I ran 
into. LT could not escape it. The story is current from the 
Rio Grande down to Guatemala that Mexico has decided 
to make itself a land of opportunity and that it is offering to 
Americans or to anyone else who will come there, five vears 
of tax exemption if they bring their own capital and start a 
new business. Time and time again I met an American 


cabinet 


whose story was that the land of opportunity up here had 
gone; he had children; he had small capital; he could 
come down there and set up a leather tanning factory; he 
could come down and open a hotel; he could come down and 
set up a cotton spinning plant; he could come down and 
set up silver manufacture and in the five years that will 
come he had an opportunity to ‘build a future business for 
his children. Don’t ask me how many such Americans there 
are. The Mexicans tell you they are there by the thousands. 
I don’t know that that is a fact or isn’t a fact. I know 
that I met a considerable number and I am telling you the 
story that they told me: I know that some of your biggest 
American firms are opening new branches in Mexico, they 
are manufacturing their products in Mexico which up until 
this time, we have sold the Mexicans. They are creating 
a new industrial economy in Mexico. 

And then the last thing. I was invited out to San 
Angeles one evening to dinner. There were some twenty- 
odd young Americans at the table with me. There faced 
me down the length of the table gentlemen to whom I had 
been introduced and whose physical appearance was such 
that there was no reason they should not have been in our 
armies. Here was their story. These were not draft dodgers. 
‘These were youngsters at the table with me who had enlisted 
in the American Armies. They had gone abroad. They had 
fought your fight and my fight. They had been wounded. 
They had gone into the hospitals and when the hospitals 
sent them out into the civilian economy they had met the 
American economy as it stands today. They took what money 
they had and the pittance that the Government gives them 
and they went to Mexico. Their reason for doing it, so they 
said down the table to me was this: ‘‘Look, we can live 
here cheaper; we can live where things are not rationed, 
where we are not strangled by a multiplicity of laws. We 
have done our share of the fighting; we are here to rest until 
such time as we see fit to come home, if we do.” I faced 
them with mixed emotions and the point came when I rose 
and left the dinner table to go home, for I felt as you 
must have felt. Surely, no one can level criticism at men 
who have fought for us and who have been wounded. 
Equally surely, this is the hour of American agony and 
there wasn’t one amongst them who couldn’t have answered 
a ‘phone, who couldn’t have typed a letter or seen that an 
order was executed or directed a product on its path. There 
wasn't one that we do not need and need desperately. And 
I do not know how to criticize them for it but I do know 
that I was badly shaken and lest I should say something | 
would regret, I left. 

No, I don’t know that we are paying nine cents pe 
pound for henequen and thereby wasting millions of dollars, 
nor do I know that there are eight hundred people on the 
staff of the embassy in Mexico City. I only know the 
Mexicans say there are and say also that they resent the 
inflation which has come as a consequence. Neither do | 
know how many Americans have gone into business in 
Mexico, or if there are many of our youngsters who have 
left us for Mexico. But what little I did see and what I 
did hear, and what the Mexicans said they thought about 
it upset my thinking considerably. It raised many questions, 
which we Americans need to consider as we plan to recon- 
vert America for peace. Do those questions disturb you and 
do they not make you view tomorrow almost as anxiously 
as you view today? 


Time To LAy PLANs 


The time has come to consider reconversion. Donald 
Nelson says the time hasn’t come to do anything about it 
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but the time has come to plan about it. He says that we have 
passed the shortage of steel; there is enough copper; there 
is enough zinc and that daily we are passing other short- 
ages. Therefore, we must lay our plans. Nelson says that 
what’s in the way is this: While the materials are here, the 
manpower isn’t here. Still, we should be planning because 
the time will surely come in the near future when there will 
be enough manpower. When that time does come, then we 
Americans must start to reconvert our industry. We must 
be ready so there isn’t too great a lag between the end of the 
war and the beginning of production for peace time. For 
that reason he has asked that every one of you think it over 
seriously and begin to plan. 

When you turn to reconvert your industry, you face the 
easiest part of your problem, for there is a tremendous de- 
mand in this United States of America for consumer goods 
of all kind and it’s going to spur reconversion from the very 
moment there’s enough manpower. There are millions of 
automobiles that people want; there are millions of tires 
that they need; there are millions of refrigerators they 
would like to buy; there are thousands of homes to be 
built. There is a vast tide of things needed and production 
will be well supported by our backlog of War Bonds. When 
the time comes that this can be done, the people can buy so 
you are assured of a glowing, a quick start to retool our 
industry and reconvert it to peaceful products. 

There’s a second factor. All over the world there are 
ruined areas, cities have been blasted into rubble, towns and 
houses have been smashed to pulp. When the war shall be 
over and the full tide of our reconversion begins to take its 
effect, the world is going to look to us for a great many 
products with which to rebuild those ruined areas. There’s 
another factor. Several millions of our children in the 
various jungles of the world and the various civilizations 
of the world have consciously or unconsciously been our 
salesmen. People who never heard of a jeep have seen one 
and wanted it; people who didn’t know what a moving pic- 
ture was have seen one projected. They have seen our 
razors, our radios, our cooking equipment. Thus, our whole 
Army, Navy and Marines in a certain sense have been our 
salesmen and to the other factors I have mentioned there 
is coming a world-wide demand for American products. 
If we handle ourselves wisely we can establish a trade that 
will go all over the globe in a fashion it never went before. 
So our problem of reconverting industry shall consist only in 
waiting for the time when the manpower is sufficient for 
retooling and then beginning to produce on a large scale to 
meet all three of these demands. That’s easy. 

But when we converted our industry to war, never forget 
that we also converted our Government to war. We haven't 
a Government now that is using peace-time methods and 
what shall it gain us if in turning industry back to peace 
we do not reconvert our Government to peaceful methods. 
It’s going to be easy to reconvert industry but is it going 
to be easy to reconvert our Government? 


REACTIONARY 


Let’s look at some of the problems that are in front of us 
and as we look at them, discuss them, and think about them 
—for they are far more serious than any industrial problem. 
All of the flood-tide of our industry and our ‘sales can be 
checked at the source if our Government isn’t reconverted 
too. Moreover, let’s define one or two terms and get them 
out of the way so they are no longer misunderstood. First, 
what do we mean by a reactionary. Well, a reactionary is 
a person who wants to go back to old forms of Govern- 
ment and old methods of business. Which is the older, the 


new American system born 150 years ago or government by 
cartel, by bureau and by directive? Government by bureau 
and directive was old when Greece was young. Lord Acton 
says that liberty began when the American constitution was 
written. Lord Acton had watched government by bureau 
and government by cartel, government of strangling dic- 
tatorships and directives keep Europe in half starvation. 
Who is the reactionary? Those of us who want to go for- 
ward into a newer, brighter day, bringing the good from the 
good oid days under the American system of government 
or those who want to go into the dust of dead centuries and 
select governmental forms that have failed. 

Second, there is the American way of life. It’s much 
on the tongue of many people and what does it mean? | 
wish I could give you an exact definition. I cannot, but I 
can tell you this. The American way of life means to 
all of:us the way of life that provides an opportunity so 
that any man, if he is willing to work—it he is willing to 
think—if he is willing to invent—if he is willing to save 
and he persists, if he so desires, he may be the top of what- 
ever profession he, himself, shall choose, whether that be a 
great industrialist—a statesman—the head of a labor union 
—a great doctor—a great lawyer or a holder of many farms 
to produce much foods. Opportunity shall be open, and no 
dead hand of government shall interfere and say, “You 
shall not do it.”” That, to most of us is what we mean by 
the American way of life. Woodrow Wilson said after 
the last world war that the history of all freedom has 
been the history of limiting government. The founders of 
this nation sought to limit government. They set up three 
branches of the government. They said they balanced each 
other and what they meant by it was that each branch shall 
be so jealous of its authority that it should protect the people. 
These branches should fight each other to hold government 
in bounds and by that process the American people should 
be free, and government should be limited. As a_ conse- 
quence, this should be the land of opportunity. 

Free PrivATE ENTERPRISE 

Then there’s another phase that’s much bandied about 
and that’s free private enterprise. What do you mean by it? 
Exactly what the words say. Free from government restraint 
except for criminal activity. Private in the sense that it’s 
in the hands of the individual citizen—a man with whom 
you may compete if you see fit and not in the hands of the 
government. Enterprise implies that it is venturesome, that 
it is producing, that it is enterprising as it looks forward 
to tomorrow; enterprising in that it is building newer and 
better methods. Make no mistake about this. If it isn’t free, 
it isn’t going to be private and it isn’t going to be enter- 
prising. If it isn’t private, then you know it isn’t free, and 
you certainly can be sure that it isn’t going to be enterprising. 
But never forget the last of the three words. If somewhere 
amongst us there isn’t the will to be enterprising and to face 
tomorrow with a venturesomeness, then enterprise isn’t 
going to be free and it certainly isn’t going to stay private. 

Lastly, what about the profit motive? There’s something 
wrong perhaps today when you refer to a man as working 
for a profit and yet, where else has there been a motive that 
will make man work? There is no effective motive anywhere 
except that a man shall know that if he is willing to work 
hard and save money, that he may earn; he may own; and 
he may make a profit. If you tell him he must work for the 
good of his fellow-men, he grins at you and agrees with 
you, but does he do it? You know the answer. Russia is 
held up before you today as a great and marvelous nation. 
They didn’t have the profit motive. The war came and 
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Russia was being licked until the American nation with the 
profit motive was able in two years’ time to give them the 
guns, the tanks and the planes which turned the tide and 
let them thrust the Germans back. The American profit 
in two years did what Russia could not do in ten. 
If you wish to investigate, study news dispatches, for now 
Russia has said that any man in Russia who wishes to work 
and wishes to save may bank his earnings. A Russian now 
may make a profit. So let’s get the profit motive defined and 
out of our way. There isn’t anything else that will stir us all 
to the benefit of us all as will the profit motive. 


motive 


Witt Bureaus Go? 


Now, look at the reconversion of your government. The 
average man | meet thinks five things. I have discussed it 
with them wherever | First, he thinks that as 
is over, the bureaus will go. It’s in his 
bureaus have been created by the war and 
war is over the necessity for them ceases. They 
will then disappear like the snow in the summer sun. Do 
you think that? Well, if you do, you don’t think the same 
as the people who are in the bureaus. Perhaps you mean 
by the bureaus not the several hundred that existed when 
this war began but the some 200 that have been created 
because they are supposedly necessary to the production 
of war materials. Perhaps you think of the War 
Manpower Commission, you think of the War Labor 
Board, the Bureau of Economic Warfare. You name 

There are more than 200. Perhaps you think be- 
they “war” in their title, when the war is over 
they will quit. Listen to Donald Nelson as he says, “You 
must have the War Production Board for years after the 
war shall be over so that in the reconversion of your industry 
he direction of a bureau to keep you from 


have been. 
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mind that the 
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cause bear 
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making mistakes.”” Listen to Chester Bowles when he says 
that when the war is over the rationing of foods and other 
essential articles must continue for two or three years so 
American economy may | | 


you may 


that the be brought back to norm- 
aley. Listen to Paul McNutt as he reaches out over your 
nation up bureaus in each county to return the 
servicemen to civilian economy. He seeks to establish him- 
self forever in the American economy by taking over the 
of servicemen. Don’t you believe he can do it? Well, 
when the last war was over, the Veterans’ Bureau was 
blished to tal veterans immediately after 

t war and it is still with us. So if you think they 

pear, vou reckon without the heads of these bureaus. 
ver, there was on the first of this month 3,300,000 
in those bureaus, exclusive of the military. Now, 
what makes vou think that when the time comes that it’s 
hard to vv 


whi n h ; 


and. sets 


Issue 


take Care of the 


emplovee 


t along; when a man’s got to assume responsibility ; 
must work for his job; that 3,300,000 voters will 
down a job which pays them highly and which takes 

no act of will? There’s something dead- 

rking in a government bureau where you 

obey a directive exactly. There’s something which saps your 
vitality. If you think 
these 3,300,000 voters are going willfully and wittingly to 
lay down a salary they probably cannot command in the 
civilian economy, you are mistaken. Therefore, if you think 
the bureaus will go as you reconvert government, think 
about it carefully and remember this—the bureaus will dis- 
appear only when, as and if the American people demand it 
and demand it with such vigor that the politicians must 
give in and destroy them. Don’t think for a moment that 
you can start compromising on that issue either. For if you 
do, as vou lop one bureau off, another will appear. Don’t 


ening about wi 


It is similar to staying in a hospital. 


forget that the habit of bureaus didn’t begin in the war. 
There were several hundred when the war began and they 
won't disappear when the war is over. 


Witt Taxes DECREASE? 


Second, the men I meet think that when the war is over, 
taxes will decrease. Do you think that? Let’s look at it. 
When this present administration took over, we had a debt 
of 21 billions. When the war began we had raised that debt 
through our habit of spending lavishly to 50 billions. On 
January first of this year, the debt of our country in money 
spent, stood at 186 billions and that isn’t our total debt. 
There were 90 billions at that time appropriated and un- 
spent. I know of no man anywhere who thinks that we can 
come out of this war without a debt of at least 300 billions 
of dollars. Now then, the interest on that at 2% is 6 
billions of dollars. So if you fund it into bonds; pass it 
on to the kids of tomorrow and say, “You pay it off. We 
are putting it in bonds. We will pay the interest on it,” we 
will begin reconversion with a governmental expense of 6 
billions of dollars for 130 million people to pay. You do 
the arithmetic and see if you think taxes can decrease. And 
on top of that, you have got to add the expense of 3,300,000 
bureaucrats who will still be there when the Army is de- 
mobilized. ‘These bureaucrats cost us eight billions per 
year. How then can your taxes decrease unless you are 
perfectly willing to shear into the expense of govern- 
ment and as you limit it, to cut it down. If you do that, 
there is some small chance of decreasing taxes. But when 
we do, never forget this; That in the decreasing of taxes, 
we've passed our own debt on to tomorrow. We have in 
effect said to our children, “Go offer your lives for us in 
this war and then come home and pay for it.” And if 
we are courageous people, we won’t do that. Our taxes 
won’t decrease and we won't let politicians fool us. We'll 
cut government as far as we can cut it and we will start in 
to pay off our debt with some immediacy. 


Lower Cost oF LIVING 


The next thing the average man I meet thinks is that 
when the bureaus have gone and taxes decrease, the cost 
of the necessities of life is coming down. How shall it? 
Taxes aren’t going to decrease if we are a courageous people. 
The single other factor we’ve got which is as great is our 
labor costs. Have you any idea that labor, after the hard 
fight it has put up to get wages where they are, will willfully 
and wittingly sit down after the war and let us cut labor 
costs? If you have, you are not following the same thinking 
labor is. They’ve no intention of giving up their high wage 
level. They wouldn’t be human if they did have that in- 
tention. We can count on the fact that our labor costs will 
be high. If our labor costs are high and our taxes don’t 
decrease, how then shall we cut the cost of living? It will 
take just as large a proportion out of the pay envelope as it 
did before. So let’s not fool ourselves. There is some relief 
to be found in mass production but there isn’t much. 


AMERICAN UNITY 


And the next thing the man on the street thinks that I 
meet is that we must preserve the unity of this American 
nation and we must cooperate with government. You hear 
that bandied at you from every side. Let’s look at it. What 
unity have we got? Before we start to preserve it, let’s 
consider if we have it. There started a process some time 
ago of setting people aside and using them as a whipping 
boy, because by abusing them and promising benefits to other 
people, we could be divided and as we were divided, candi- 
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dates could be elected or re-elected, as the case might be. 
As a result we are now divided into pressure groups. We 
have specialized groups that turn all the heat on Washing- 
ton to get a special favor for themselves at the expense 
of the total economy. Trace it up. 


WHuipPINGc Boys 


We began by whipping industry. Industrialists were 
economic royalists; they were princes of privilege; they were 
malefactors of great wealth. Somehow by tearing them 
down we were going to build everybody else up. Somehow 
we were going to take money and benefits away from one 
group and give them to another group. We were going to 
give special benefits to this group and that group by taking 
the money away from the American people. The next thing 
we knew we were going to do great things for the farmer. 
We were going to tell him what to plant and how much 
to plant. We were going to give him parity. Surely he 
ought to have parity. I know of no man who does not wish 
the farmer to have parity. So, we created another slogan and 
further divided the American people in order that politicians 
might be elected or re-elected. By giving the farmer sub- 
sidies we created another pressure group. 

Then we passed from that to labor. We jumped on cer- 
tain forms of labor and we praised other forms of labor. 
We promised labor special benefits. Thereby we created 
another pressure group. 

Next we picked on the Supreme Court. They were nine 
old men who stood in the way of paying special benefits to 
pressure groups so we had to change them. Next it was the 
doctors. Doctors’ fees are too high we say, so we are 
going to make those fees cheaper. We are going to socialize 
medicines for the benefit of the people and by tearing the 
doctors down we are going to give certain people a special 
benefit. Of course, when medicine has been socialized you 
can’t have the old family doctor who has stood to you as 
half physician and half father confessor. Nor can you select 
the doctor you think will be best. You must take the next 
doctor in line and probably he will be the doctor who is the 
most popular with the politicians. 

Then a short time ago we decided we must give Federal 
moneys to the schools. Of course, it is to be Federal money 
with no strings attached. Did you ever see Federal money 
with no strings attached? There has never been such a 
thing and there never will be. But by putting up a bill to 
give these funds to teachers we have created another pressure 
group. 

Divip—E AND RULE 


By using slogans for election and re-election we have so 
divided the American people that every man you meet is a 
farmer; or he is a little businessman; or he is a teacher; or 
he is an industrialist; or he is labor; or he is the represen- 
tative of some pressure group who is going to wring a 
special benefit for himself out of our total economy. Is that 
unity? Has not this process of setting up whipping boys and 
creating pressure groups progressed so far that in the last 
sixty days Congress itself has been the whipping boys? Con- 
gress—the people we elected to pass our laws—Congress 
unwise as it may be but still our bulwark against dictatorship 
—is the last whipping boy and is being called hard names 
as a campaign issue. A new division being thrust on us. 
For what purpose? Can’t you guess it? Don’t you know 
that “divide and rule” is as old a political trick as there is? 

Do you call this unity? Is this the unity you want to 
preserve? As we reconvert our government should we not 
first create unity by beginning with ourselves and remember- 


ing that we are above all things, Americans? That comes 
first and we have no right to be in any pressure group, I 
don’t care what it is. We must not divide our government 
so that the few can benefit from what is taken away from 
the many. Get out of pressure groups if you want to start 
a unity. Don’t ask for any special favor. If we want some- 
thing which we think is wise, the democratic American way 
is to do it by voting and not to do it by lobbying or other 
forms of pressure. Let me make it clear, I mean ALL pres- 
sure groups, not just those that represent the farmer; not 
just those that represent labor but any group which seeks 
a special benefit at the hands of Congress or the Executive. 
Pressure groups ought to be destroyed. And when they have 
been; when we remember that our first duty is to America, 
then we are beginning to create unity which is worth pre- 
serving. 
CooPERATE 


Next, what do we mean by cooperate with government? 
Aren’t you tired of hearing it? Do we mean perhaps that 
when government issues a directive which is against every 
one of our principles, we shall be regimented and shall obey 
that directive to the last dot? Is that Americanism? Or do 
we mean that we shall get together in the electorate and 
determine those principles which the American people think 
are wise. Then, we shall agree with those principles and 
fight for them. What do we mean by cooperate? That 
word cooperate has come to mean to obey. Are we going to 
continue to let it mean obey? Well, we will if we sit 
quietly by and stay out of politics; if we seek to evade ex- 
pressing our principles; or if we fail to fight for what we 
think is right. When every one of us is actively supporting 
our principles, then somewhere there is going to show a 
solidarity of what the American people think. When we 
know that, we are in position for the first time to cooperate 
instead of obey. 

And lastly, the men I meet feel—they do not think, but 
they feel, that we should guarantee certain social and 
economic rights to every man. Do you think that? Are 
you aware of the fact that the people must support govern- 
ment and the government can’t support the people? Are 
you aware of the fact that nation after nation has gone into 
the dust of failure because it translated the responsibilities 
of a citizen to his government into a debt of the government 
to the citizen. We have a duty to our government. That 
duty, at present, is to produce all of the war materials 
we can that we can fight successfully. It is our duty to pay 
our taxes. We have other duties to our government. But 
government doesn’t owe us a thing. Government is our own 
creature which we created and government can guarantee 
us only this: The right to work if we wish to work; the 
right to earn; the right to own; and the right to go to the 
top, if we so desire. But the very moment government takes 
our duties to it and turns them around and says, “The gov- 
ernment owes these debts to you,” we are reactionary. We 
have gone back to pick up the things that have destroyed 
other people. We are guilty of European thinking. No 
government has been able to do that and succeed. No gov- 
ernment ever will until human nature changes. So if you 
feel that the government ought to guarantee certain things 
that are social and economic and you think you are going to 
reconvert your government you'd better think again. 


Are You Guitty? 


While we are talking about whether or not government 
can guarantee social and economic rights, it is fair to ask 
a question. Have we been taking our social and economic 
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problems to government and asking government to solve 
Have we been shifting our personal and_ business 
responsibilities from our own shoulders onto the shoulders 


of government? If we been 


them ? 


asking for government 
help, for special government consideration, why do we not 
expect other people to do so? If we are going to reconvert 
yovernment had we not better begin at home and assume the 


have 


full social and economic responsibilities which are our per- 
sonal obligations? Otherwise there is no chance to prevent 
government from directing every activity. 
THe HArr Loar THerory 

When we have thought through those principles, what 
are we going to do about it? Our decision is plain in front 
War necessities have made us do things that have 
converted our government into a government, temporarily, 


of us, 


that is a government of dictatorship and a government of 
bureaus. But when the war is over and we reconvert in- 
dustry, what are we going to do? Let government continue 
that path into the socialism that we have been fighting; let 
it drift further in until it becomes dictatorship; let it go 
until government ceases to ask us what we want done and 
tells us what we shall do? Or will we remember that the 
history of all liberty is the history of limiting government 
down to the bottom to where if it had any less power it 
wouldn't be government? Now, we've got to choose and 
we can't choose by simply avoiding the issue because we are 
voing to take the responsibility and we are going to take it 
shortly. We'll either get up actively and say what our 
we'll sit silent. Then other people will 
force their principles on us and it will make no difference 
what principles we have decided on. We are going to take 
the consequence and to a large degree, we are going to take 
the blame. 

When we have made up our decision which form of 
yovernment we want, what else are we going to do? Con- 
tinue to compromise our principles in favor of our purse? 
We have sat and felt that ‘‘a half loaf is better than none” 
and when it came to a fight and our principles were being 
stepped on, we have thought it best to forget our principles 
and preserve part of our capital. And that’s the half loaf 
theory that brought Europe to Munich; it brought Europe 
from Munich into a world-wide war. And if we continue 
it here, it’s going to bring us first, to bankruptcy and second, 
to slavery. And we'll be guilty ourselves if we haven't the 
courage to think our principles through and then get up and 
fight for them. 

Having thought that out, are we going to stay strictly in 
our own business? I am being told by people all over the 
State of Alabama, “I take no part in politics.”” Well, let me 
ask you a question. I am not referring to whether or not 
you shall run for an office and try to keep it after you get it. 
I am asking you whether you know that you can’t have a 
sound business or 


principles are or 


a sound anything else unless we have a 
sound government. | am not defining what I mean by sound 
That’s your job. But our first duty is to our 
government because it is the creature of all the people and 
it represents America. Thus we cannot stay out of politics. 
It is up to us to support the man we think is right. It is 
up to us to support him actively and support him with all 
the honesty and vigor we've got. If we stay home and let 
other people do it, then we are going to continue what gov- 
ernment we have to our own wreckage. What is there left 
for you to be afraid of ? Haven't all the things that fright- 
ened you, and made you compromise, come to pass? So if 
we're figuring on staying strictly in our own business, it 
makes no difference what our decision is. We must make 


yovernment. 


up our minds what form of government we want. When 
we have made up our minds we must support our decision. 
We must destroy pressure groups. We must go into politics. 
And when it comes to principle, we must determine to pay 
millions for defense and not one cent for tribute. 


FREEDOM’s Last STAND 


Let’s look at it again. It has been plainly handed to us 


recently. The statement has been made by government of- 
ficials that industry must provide full employment; that 
if industry doesn’t provide full employment government 
will; that this is the last stand of free private enterprise. 
That’s been said to us. What does it mean? Well, you know 
and | know that industry will employ exactly the number of 
men it is profitable for industry to employ and not one bit 
more. The purpose of industry is to provide a service at a 
profit or a product at a profit and when it isn‘t profitable to 
employ men, industry won’t. Therefore, if they are sincere 
in saying that industry must provide full employment—and 
all of us want to provide it—then this is true. Government 
must make it reasonably possible for industry to make a 
profit or industry won't. Second, there is no sense in threat- 
ening industry unless those who make the threats want the 
credit if industry shall succeed and want to seize the job 
of government hiring if industry does not succeed. 

What do these officials mean when they say government 
will provide full employment? Well, we’ve got a large 
proportion of our people on government now. There are 
more government employees in the State of Alabama than 
there are city, county and state employees. Multiply it a 
little bit more and we've got socialism. When the majority 
of the people in any country work for the government under 
government directive, they have socialism. And what on 
earth are we fighting? Yes, we are fighting to keep from 
being conquered. But it’s also a clash of ideologies. What 
we're fighting is socialism which went into dictatorship. Will 
you fight socialism over there and sit silent while govern- 
ment officials begin to proclaim it over here? What do they 
mean this is free private enterprise’s last stand? They mean 
this. This is freedom’s last stand. For when industry 
ceases to be in private hands and goes into the hands of 
government; when we become government employees; we 
can call it what we will but we’ve been enslaved. When 
government officials say that if industry doesn’t provide full 
employment, government will; when they say this is the 
last stand of free enterprise; they are throwing down a chal- 
lenge to us as to how we shall reconvert our government, 
if indeed we shall reconvert it. 

If we do not reconvert our government, of what use will 
it be to reconvert our industries? If government isn’t re- 
converted we have sold out our country to cheap labor over 
the rest of the world. It may have been that you and I 
could dodge the responsibility of making such: decisions in 
the past. It may have been that we could sit by and let 
other men make our decisions and deny that we had any 
part in those decisions. But that isn’t true now. Shortly, we 
shall come face to face with the decisions which we must 
make and we cannot dodge the issue either. Here is why. 


Wuen JoHnny Comes Home 


In the not too distant future Johnny is coming marching 
home. Our own boys are coming back to us. Two years 
ago we drafted Johnny and sent him out to fight for us. 
How gloriously he has fought we all know. Johnny has 
definite opinions as to what he is fighting for. I have seen 
a lot of Johnnies in the hospitals and as they came through 
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the Chamber of Commerce and I know that Johnny has 
definite opinions. Yes, he is fighting for Father and Mother. 
Yes, he is fighting to keep his home free from invasion. But 
Johnny also thinks he is fighting for the American way of 
life. Johnny doesn’t want a government dole when he comes 


home. Jchnny doesn’t want some bureaucrat telling him 
where he can work and for how much. Johnny doesn’t 
want to spend his life standing in lines. Johnny wants a job 
and a permanent one with a future to it. Johnny wants to 
live in a land of opportunity where he can work and earn 
and save. Johnny wants a land where he can have all you 
have had and be all you have been. 

When Johnny comes home he is going to look you in the 
eyes and ask you what you have been doing while he was 
out fighting for freedom and for the American way of life. 
Then you are faced with the issue and how shall you answer 
Johnny? Shall you say to Johnny, ““My boy, while you 
were away I was too busy to look after the country you were 
fighting for. While you were fighting for freedom, I was 
careless and lost it. But Johnny, you can ask the bureaus. 
They will tell you where you can work and what your 
wages will be. And Johnny, don’t forget you’ve got to 
help pay off a debt I let us accumulate.” Will we say that 





to our own children? Or will we convert our government 
to the point that we can look them in the eye and welcome 
them home to the American way of life ? 

Will you reconvert government? Where are the leaders 
to lead you in that reconversion? We have our answer. 
We ought to be the leaders. Aren't we all tired of big 
leaders who squabble for power with us as the spoils? Aren't 
we tired of watching supposedly big men fight for political 
powers and wreck us while they do it? Surely we don’t need 
any more big leaders. What we need is fifty thousand or a 
hundred thousand little leaders. We need men in each com- 
munity who have thought reconversion through and who are 
willing to fight for their decisions. You ought to be one 
of those little leaders who know what the American way 
of life is and who is willing to give his time to reconverting 
our government to that way of life. When Johnny comes 
home he isn’t looking to a big leader for an answer, he is 
looking to us, his parents and his people. 

America was a land of opportunity. For whatever reason 
it isn’t now. Will it ever be again? You've got to make 
up your mind now. What's your answer? 

Don’t tell me. 

Tell Johnny. 


Constructive Income Taxation 


TAXES ON SAVINGS WILL DESTROY EXPANSION 
By IRVING FISHER, Professor Emeritus, Yale University, New Haven, Conn. 


Delivered before the Federal Bar Tax Law Institute, under the auspices of the Federal Bar Associations of New York, 
New Jersey and Connecticut, New York City, March 23, 1944 


AM of the opinion that where a law is economically 

sound it will in general be simple from a legal stand- 

point; and as I have followed the problems it seems to 
me that this applies in the present case. I believe that our 
tax laws are economically unsound; and it is because of the 
fact that they are economically unsound that you have these 
legal tangles that have been discussed tonight. That is why 
we find, in counting up the words in our legislation and in 
our judicial decisions in the law courts which theoretically 
you lawyers need to know in order to know all about our 
income taxes in the United States, the volume of words 
amounts to 40 million. You would have to read the New 
Testament 200 times in order to cover the same ground. 
That stands for legal difficulties, legislation and contests 
growing out of economic unsoundness. 

I am going to start what I have to say from the standpoint 
of the economic problem before the world today which seems 
to me to be the key to the tax problem. It is the issue be- 
tween spending and saving. 

There is a great reaction, as you all know, today, against 
the lavish and extensive spending policy of the Government. 
We are all anxious about the mounting public debt. We are 
anxious about the fact that in this time of war, there is so 
much spending, both private and public. We are anxious 
because the tax system, especially with corporations, is taxing 
away savings today; and we think it is improper, when our 
savings are being shot away in war, that what is left of them 
should be spent away and taxed away. That, as I take it, is 


the great problem economically before this country today; 
and it is bound up with the other great problems like the 
inflation problem. 

The solution that I have offered with my brother, in my 
book, “Constructive Income Taxation” and which I want 





to discuss with you tonight would solve the problem of sim- 
plification better than anything else I know of. 

The proposal is simply this: That hereafter we tax in our 
income tax only that part of income which is spent and do 
not tax the other part which is saved. In fact, I believe the 
untaxing of savings is more important than the taxing of 
spending, because it is the taxing of savings, which we now 
have in our corporations and in our private personal income 
tax as well, which is doing the mischief. It is threatening 
with destruction the accumulation of capital which has made 
this country great and which is the source of our high wages 
and prosperity. 

Why is it that all of us from top to bottom, including the 
poorest in this country, are so much better off than we were 
a 100 years ago in the horse-and-buggy days? Because, in- 
stead of horses and buggies we have the railways, the auto- 
mobile, the airplane, the substitution for primitive capital of 
small value of the gigantic capital today—which is winning 
this war just as it had won the great economic progress of 
the United States. When we compare ourselves with a 100 
years ago, not only have we improved means of transporta- 
tion, but we have better houses, better refrigerators, better 
clothing, better food, and better everything. Why? Be- 
cause of the inventions and accumulations of capital. 

Now our tax system is calculated to kill the goose that 
lays the golden egg. The power to tax is the power to 
destroy, but it is not realized how great that power to destroy 
is, and that power to destroy is primarily the destruction 
wrought by taxes on savings. 

I call it an income tax rather than a spending tax because 
that is its proper economic name. Our “real” income, as we 
economists say, is only what we get by spending. The other 
part, the saved part, is put on the shelf and is to be spent 
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later, or the income from it. 
real income. It is capital. 


In other words, savings is not 
It is, if you wish, income put 
That putting back has made a great deal 
of trouble even among economists as to what income is. 

I venture to say that the real problem, legally, which puz- 
zles all of you and has made these 40 million words and has 
created the problem that you are discussing here tonight, has 
grown out of the fact that we have, in our tax laws, no con- 
cept of in Whien the law was passed it was naively 
ipposed that you did not need any definition. It was sup- 
sed that everybody knew what income was. 
rs that we are most familiar with are the 
things that we understand the least. We are all familiar 
with income, but when you come to define it it seems very 
dificult. It is not It, | 


—- , 
back into capital. 


ome. 


j 
| 
But the thin 


very dificult, but the difficulty that ap- 
pears is because of the savings element. There are really 
its of income, and each has its proper place. One 
of “real” income—consumption—the en- 
ent, or use, of consumption goods by virtue of the spend- 
That is all that you need to 


two CONncel 


ist Income consist 


loney we receive. 


- other concept is that same real income plus the sav- 
. The only difference between the two is the savings. 

lf you 510,000 a year, save $3,000 and spend 
$7,000, your “real” income, corresponding to what we call 
“real” wages, is $7,000. You have an “accretion” income 
which includes the savings, of $10,000. ‘That word “accre- 
tion” has been suggested by Professor Haig of Columbia 
University. I do not know of any better word unless it be 
“enrichment” income as some of the judges have called it. 

My conclusion as an economist is that we should choose 
between these two senses of “income” and that our tax laws 
should take cognizance of them both, but it does not. Legal 
income is always a hybrid between the real income that is 
bought by what an individual spends as a consumer and the 
accretion income including savings. There are many legal 
inconsistencies. If you receive $10,000 in actual money and 
spend only $7,000, the law says your income is $10,000, but 
if you are a stockholder in a corporation and the corporation 
earns $10,000 for you but saves for you $3,000 and plows it 
back in undistributed profits, then only the $7,000 is your 
legal “income.” Before the income tax was in operation I knew 
of cases where a corporation declared the whole $10,000 in 
dividends but, with the dividend checks, it was stated that 
the company would be glad if you would reinvest 3/10ths 
of it because they wanted to expand; they knew that most 
of the stockholders would be able and willing to do it, keep- 
ing and spending only 7/10ths of it. Obviously, you should 
be taxed just the same whether you got the whole $10,000 
and put back $3,000 or you only got $7,000 and the corpora- 
tion kept back the $3,000. In either case, you spend $7,000 
and have $3,000 saved. But under our law, your “income” 
is not the same in the two cases. 

The law is full of those inconsistencies; and almost no 
income that pays taxes, whether individual or corporate, is 
accounted for by either one of the two legitimate concepts of 
income. ‘There is always an ambiguity, because some savings 
are counted and some are not. 

Under my proposal, by the way, you should not tax cor- 
porations at all, except as in England, where there is “stop- 
page at the source.” That has some sense; you then tax a 
corporation instead of taxing individuals, but not in addition 
to taxing But we in America have set up something 
new; we regard the corporation as an independent source of 
income, which it is It is an artificial person, a legal 
person; it really means the stockholders, who are the only 
real perse They are the ones that should pay the taxes. 
When you charge SO per cent tax to a corporation as if it 


receive 


them. 


not. 


were something different from its stockholders, then the poor- 
est stockholder, the widow who has only a thousand dollars, 
is charged 80 per cent (without knowing it, perhaps), simply 
because she has stock in a so-called “rich” corporation. 

I do not know why it should be so difficult in America 
to do what they do in England, and to regard a corporation 
as it really is, an artificial person standing for the stock- 
holders. 

What we ought to do, therefore, is to abolish all taxes on 
corporations (except a nominal one for certain administrative 
purposes), and all the taxes now raised from the corporations 
should be raised from the stockholders as individuals and 
done equitably, not by charging 80 per cent to the widow 
and 80 per cent to the millionaire as it is done today. 

Something was said tonight about the little corporations. 
Every corporation that has made this country great was at 
first little, and it was the expansion or increase of capital 
that did it. Every tax on that part of income which is rein- 
vested is a deterrent to that expansion. 

There is a particular difficulty today growing out of this 
taxation of savings. It relates to inflation. What makes 
inflation today is the sale of government bonds to commercial 
banks in return for credit which is newly created. As some- 
one has amply called this credit, it is “invisible greenbacks.” 
If, whenever the Government sells a billion dollars of bonds 
to the banks and gets a credit for it, the banks, instead of 
extending that credit invisibly, should extend it visibly by 
printing bank notes, and the Government should take those 
bank notes and distribute them to the soldiers and sailors 
in paying their wages instead of sending them checks, you 
would realize what is going on. The invisible greenbacks 
are flooding the circulating medium today and causing infla- 
tion. It is not because of the public debt as such, it is be- 
cause the public debt is not created out of savings, and it is 
not created out of savings because the savings are taxed out 
of existence. 

The Treasury understands this flood of invisible green- 
backs very well. It tries, therefore, to get individuals to 
save as much as possible and to buy bonds out of savings. 
The time before the last bond drive, it raised 12 billion dol- 
lars from individuals, and we said that was wonderful. But 
it is not so very wonderful. For individuals also get the 
money with which to subscribe to the bonds by borrowing 
at the banks. 

I remember that, in the last World War, I was speaking 
with a fellow speaker who went around the country with me 
urging people to buy government bonds—the “Liberty 
Loans’’—but before I could educate my friend, who was a 
clergyman, he was saying, “Now, it doesn’t make any differ- 
ence whether you have got any money or not—subscribe to 
the government bonds just as much as you can get anywhere, 
say, $10,000. If you haven’t got the $10,000 go to the 
bank and borrow it. If the bank wants security, give them 
the bonds that you buy with it. It is as near perpetual 
motion as anything I know of.” 

You know and I know perpetual motion is unsound, and so 
is that kind of financing. 

In fact, the last loan, I am told, was very largely sub- 
scribed, as far as laboring men were concerned, by their first 
cashing in on the former loan. That method does not add 
anything except to the inflation. 

If you are going to pay for this war otherwise than by 
inflation, I believe you have to change your tax system to suit. 
I am very much worried about it. I do not think people 
who have not studied inflation—as I have for a lifetime— 
realize what we are up against. The fact that we are hold- 
ing down prices individually by main force is very much like 
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sitting on a safety valve while you are building up pressure 
from heat underneath. The inflationary pressure is increas- 
ing all the time; but, instead of trying to remedy that, we do 
not let it even show; instead we have a great mass of idle 
circulating medium which some day is going to explode. 
After the war is over people won’t stand any more for this 
price control that we are now exercising in rather a wonder- 
ful way in spite of the black market and all, Even as it is, 
prices have risen some 40 per cent, and probably, if you could 
count the black market, they have risen 50 to 75 per cent. 
In the last war they were doubled, and I have very little 
doubt that after this war you will find the price level double 
or triple. If the war lasts much longer it may quadruple; 
and if it does it will be very largely due to our wrong tax 
laws. 

I think that this system that I am proposing should be not 
only for the war but for peace and, therefore, 1 want to 
stress the double taxation involved which people do not 
realize. 

Of course, there is double taxation when dividends are 
taxed as part of the earnings of a corporation and then taxed 
again to individuals who receive them. But that is not what 
I mean; I mean that taxes on any savings involve double 
taxation. If you save a thousand dollars and invest it, say, 
in an orange grove, buying 100 trees with it, you can either 
tax that thousand dollars 10 per cent by taking 10 trees out 
of the 100 in the orchard, or you can tax 10 per cent of the 
oranges that are grown by those trees. But if you do both, 
it is double taxation. It is not always recognized as double 
taxation. It is a little more complicated than the ordinary 
double taxation, but it is double taxation just the same. You 


tax the trees and you tax the fruit. The capital is the tree 
and the income is the fruit; and whenever you have a tax 
on savings and then afterwards tax the income from those 
savings, it is double taxation. 

This was pointed out by John Stuart Mill a long time ago. 
He was very much in favor of substituting for the income tax 
a spendings tax. Incidentally, Ogden Mills was also in favor 
of that. He introduced it when he was a Congressman and, 
two weeks before he died, he wrote me a letter approving 
of it and doing so very largely on the ground of its simplicity. 

People say it is dificult to measure savings, but it is not. 
All you need, in order to make out a spendings tax return, 
is a record of the receipts, added to the cash balance you 
started with, and then subtract everything except what you 
spend—the difference is your spendings. 

I feel so strongly about the destructiveness of the system 
that we now have as to say that if we had had it 50 years ago 
I do not think you would have today the automobile industry, 
because Henry Ford’s plant built out of savings would not 
exist. If you calculate what was actually done by him and 
then see what the taxes would have been under the present 
system, he simply could not have built up his automobile 
industry. 

Professor Lutz of Princeton has said, “If some future 
historian, some future Gibbon, has to write of the decline 
and fall of the American Commonwealth, he will date the 
origin of that decline in 1913, when the income tax law was 
passed, so greatly has it been abused.” 

Taxes on savings are taxes on expansion and can yet 
destroy the expansion or growth of the greatest country in 
the world. 


Export Associations and the Sherman Act 


CARTELS PROHIBITED 


By WENDELL BERGE, Assistant Attorney General of the United States 
Delivered before the Commerce and Industry Association of New York, New York, N. Y., May 2, 1944 


ASSUME we all agree that an expanding foreign trade 

is one of our chief economic objectives. Both Govern- 

ment and business should desire and promote policies 
that will open up new markets to American enterprise, en- 
courage sound foreign investment and facilitate the flow of 
goods between this and other countries. Between you and 
the Government there can be no issue, surely, over this basic 
purpose. Nor is there room for disagreement on the proposi- 
tion that a crucial, if not indeed the ultimate, test of our 
economic policy should be its efficacy in promoting free en- 
terprise as opposed to a controlled economy. Differences, 
if any, relate only to methods. 

A question that frequently arises when postwar trade 
policies are under consideration concerns the use that can 
be made of the Webb Export Trade Act, and the extent to 
which associations organized under that Act are subject to 
the Sherman Antitrust Act. I propose this afternoon to dis- 
cuss the relation of the Sherman Act to the Webb Act, and 
the effect of both upon postwar trade policies. 

Any one who has been under the impression that the Webb 
Act provides an easy backdoor entrance for American firms 
to join forces with cartels seeking domination and control of 
world markets. is in for sad disillusionment. The Webb Act 
was intended to strengthen American competition against 
foreign cartels. It was enacted by Congress in the belief 
that it would provide a means of assistance to American busi- 


ness in combatting the power of foreign cartels dominating 
world markets. The Act was not passed to permit American 
firms to take part in cartel restrictions on American trade 
—such restrictions are directly contrary to Congressional 
purpose. 

You should have in mind at the outset that associations 
organized under the Webb Act cannot legally enter into 
international agreements which restrict production and dis- 
tribution, divide territories and fields of operation, fix prices 
or otherwise regiment industry throughout the world. 
Neither can they legally enter into agreements which restrain 
trade within the United States, restrain the export trade of 
any domestic competitor or association, or which enhance or 
depress prices or substantially lessen competition within the 
United States. 

We have instituted a suit against the United States Alkali 
Export Association, the California Alkali Export Association 
and others, charging them with maintaining international 
cartel agreements to restrain trade in the manufacture and 
distribution of alkalis in volation of the Sherman Act. In 
this case we have charged that activities by the defendants 
were not authorized by the Webb Act. I shall refer laver 
to this case in more detail. It is sufficient now to say that 
other associations are under investigation for similar activity, 
and that new antitrust suits will be instituted whenever evi- 
dence discloses illegal activity by export associations or others. 
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I assume that it was the alkali suit which prompted the 
resolution of the Board of Directors of this Association a 
tew weeks ago to declare that Congress should restudy the 
Webb Act and by proper amendments bring it up to date 
so that there can be achieved under it all of the objectives 
that President Wilson sought to attain when he procured the 
enactment of this Act in 1918. The resolution recited that 
the: Department of Justice program tor enforcement of the 
Sherman Act seemed to be seeking to impose the competitive 
ystem and the antitrust philosophy, as interpreted by the 
United States Supreme Court, on other countries, and im- 
plied that antitrust enforcement was frustrating the purposes 
of the Webb Act. And in other quarters it has been sug- 
vested that perhaps the Webb Act provides a vehicle for 
attaining cartel objectives without incurring the penalties of 
the Sherman Act. 

‘These suggestions that the enforcement of the Sherman 
Act in the field of foreign trade somehow constitutes a be- 
trayal of the Congressional policy embodied in the Webb 
\ct, and that the Webb Act legalizes restrictive cartel prac- 
tices, are based upon a misconception of the meaning and 
purpose of the Act. I must emphasize that the Webb Act 
was enacted to help American business compete with foreign 
cartels. It was not passed to provide a conduit for joining 
them. It was designed to stimulate the position of American 
concerns as competitors for world trade and to stimulate the 
growth of our export trade. The Act created only a very 
limited exemption from the Sherman Act which I shall 
presently discuss. 

But, before taking up the Act itself, let us look at the 
conditions which brought about its enactment. The back- 
yround of the Act is set forth extensively in a report by the 
Federal “Trade Commission, dated June 30, 1916, on Co- 
operation in American Export Trade. This report set forth 
that other nations had certain advantages in foreign trade 
because of superior facilities and more eftective organizations ; 
it pointed out that doubt and fear as to legal restrictions 
prevented Americans from developing effective organizations 
for engaging in international trade, and that as a result the 
stnaller concerns suftered because of their lack of organization 
and facilities. It emphasized that in seeking business abroad, 
American manufacturers and producers had to meet aggres- 
sive competition from powerful foreign combinations often 
international in character. 
the smaller 


It recited that in some industries 

had to compete abroad with 
yreat American companies having much more efhcient world- 
wide selling organizations. 


manufacturers 


In order to assist these smaller 
businesses to acquire proper facilities for doing an interna- 
tional business, and to enable them to meet the competition 
in prices and services of major American concerns and all 
foreign competitors, the report recommended that small 
American producers and manufacturers should be permitted 
to unite their efforts for purposes of conducting foreign trade. 
By combining their efforts it was thought that these small 
firms would be better able to advertise, maintain an adequate 
selling torce, and create markets abroad. 

But, while recognizing the desirability of a certain degree 
of cooperation in seeking international markets, the Federal 
‘Trade Commission in its 1916 report was fully cognizant of 
the possibility of misuse of export associations and of the 
their misuse by legislative safeguards 
Thus the Commission said: 


necessity to 


and antitrust enforcement. 


prevent 


‘Two chief dangers from cooperative export organiza- 
tions of American manutacturers and producers are 
They may be used to exploit the home market 
used unfairly individual 


apparent. 


and they mav_ be against 


American exporters in foreign trade. The dangers in 
cooperative action must be faced frankly and provided 
against fully. 

The Commission is confident that this can be done 
without sacrificing the essential advantages of joint 
action and without altering the policy of the antitrust 
laws or interfering with their enforcement. 


And the Commission further declared that “This recom- 
mendation is made subject to the condition that the legislation 
shall be carefully safeguarded and shall make absolutely clear 
that the combinations for export business are subject to all 
of the rigors of the Sherman law if they are used to restrain 
trade in the United States.” 

Bills were then introduced in Congress by Senator Pom- 
erene and Congressman Webb, and were considered by Con- 
gressional committees and debated from 1916 to 1918, when 
the law was enacted. The Webb Act as finally passed pro- 
vides that nothing in the Sherman Act shall be construed 
as declaring to be illegal an export association or any agree- 
ment made or act done in the course of export trade by such 
association, provided that such association, agreement or act 
does not: 

(a) restrain trade within the United States; or 

(b) restrain the export trade of any domestic competitor 
or association; or 

(c) enhance or depress prices within the United States, 
substantially lessen competition within the United States, or 
otherwise restrain trade therein. 

Since the Webb Act is a statute creating an exception to 
the Sherman Act’s general application, the principle of in- 
terpretation governing all statutes which create such excep- 
tions must be applied here; that is, the Webb Act must be 
strictly construed. It must not be taken to cover any more 
ground than appears to have been intended by the language 
of the Act itself read in the light of the legislative history. 

The legislative history leaves no doubt whatever as to 
what Congress intended. In its report of May 11, 1917, the 
House Judiciary Committee stated: 

The bill is drawn so as to leave in full force our 
antitrust laws as applied to our own markets and as 
affecting different American exporters in their dealings 
with each other . .. The bill does not authorize any 
violation of the present antitrust laws ... The bill 
prohibits the slightest violation of our antitrust laws 
within the United States.? 

The Senate Committee report contained a similar declaration. 


The House and Senate debates abound with declarations 
by the sponsors of the bill that it did not in any way inter- 
fere with the application of the Sherman Act to the domestic 
commerce of the United States and to agreements to restrain 
the export trade of competitors of the associations. The 
sponsors of the bill were Congressman Webb in the House, 
and Senator Pomerene in the Senate. In referring to anti- 
trust jurisdiction over proposed export associations, Mr. 
Webb stated: 

If the combination for export trade affects unduly or 
artificially the prices in the United States then they 
come within the Sherman Antitrust Law.’ 

Senator Pomerene made the following significant argu- 
ments during debate on the bill: 


The position was taken in substance that this bill was 
a repeal of the Sherman Antitrust Law, and if it be- 
.R. Report No. 50, 65th Cong., Ist sess. (1917) 3. 
‘ong. Rec. 3565 (1917). 
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came the law of the land and these associations were 
authorized they would at once seek to control the 
foreign market and probably enter into a combination 
with foreign companies and cartels engaged in the same 
line of business and thus reenforced and worldwide in 
their control of products they would reduce the prices 
of food animals, of grain, and of other products and 
raise the prices to the consumer when it suited their 
purposes. 

If the Senator when making this argument had re- 
cited facts instead of fancies, there might have been 
some force in his utterances but he was giving free reign 
to his imagination. The Senator overlooked the fact 
that this bill does not repeal the Sherman Law. He had 
in mind one paragraph only and lost sight of all the 
restrictions and qualifications it contains. I submit 
that when this bill is construed judicially it will be 
analyzed as a whole and not one part separate from 
the other. 

The Senator forgets that neither the associations, nor 
their agreements, nor their actions can be in restraint 
of trade within the United States, nor in restraint of 
the foreign trade of any domestic competitor and they 
cannot by any agreement, conspiracy, or act artificially 
or intentionally and unduly either enhance prices or 
reduce prices domestically, and if they do they violate 
the law of the land.* 


During the debates some members of Congress, foreseeing 
the possibility that export associations might join in a com- 
bination with foreign companies, questioned the sponsors of 
the bill as to the effect of the bill upon such practices. In 
the House debates, Mr. Moore of Pennsylvania asked: 

Suppose a combination in which Americans join with 
foreigners had been formed ? 


To this query Mr. Webb replied: 


Then you violate the antitrust law and it has been 
so held by the court.‘ 


Later in the Senate debates, Senator Pomerene stated: 
There is nothing in this bill authorizing the division 
of territory abroad.” 


Attempts to amend the Act between 1921 and 1928 failed. 
Amendments proposed in 1928 would have extended the 
Act to include combinations for importation of crude rubber, 
potash, sisal and other raw materials not made, produced, 
or grown in substantial quantities within the United States. 
The bill proposed that year was stated by the House 
Judiciary Committee to be designed “to meet an acute situa- 
tion affecting the import trade of the country” by reason of 
the fact that certain foreign governments controlled and 
operated monopolies dealing in rubber, potash and sisal for 
which this country depended materially upon importations. 
Because of the operation of these foreign monopolies the 
price to American importers had been greatly increased. The 
Committee thought that the best way of meeting “these 
alien government combinations” was to allow American 
buyers of the monopolized products to combine for the pur- 
pose of importing them. 

During debates on the bill it was attacked, among other 
things, on the ground that if it passed import associations 
would be permitted to join with foreign producers in world- 
wide agreements arranging world markets and fixing world 


3 56 Cong. Rec. 172 (1917). 
453 Cong. Rec. 13536 (1916). 
5 56 Cong. Rec. 181 (1917). 


prices. The bill failed to pass, Congress thus indicating its 
unwillingness to extend further the application of the Webb 
Act. 

Thus it is clear that from the very beginning of the agita- 
tion for the Act it was understood that the activities of 
export associations would have to be strictly limited to the 
promotion of foreign export trade, and that any agreements 
or activities which restrain domestic competitors either in 
domestic or foreign commerce would still be illegal under the 
Sherman Act. This, it seems to me, is what has been over- 
looked by those who now question the application of the 
Sherman Act to activities of export associations which re- 
strain domestic competition and the export trade of com- 
petitors. 

The Department of Justice is not seeking any novel inter- 
pretation of the Sherman Act or of the Webb Act. We have 
thus far instituted one suit involving associations formed 
under the Webb Act, and it requires no novel interpretation 
of the Act to sustain the allegations of the complaint in that 
suit. In the Alkali case we allege (1) the entry of Amer- 
ican companies, organized as Webb Export Associations, 
into agreements with foreign cartels not to compete with 
each other in any market of the world outside the United 
States; (2) the division of the world into exclusive marketing 
areas, the American associations and their members agreeing 
not to export to certain territories and to prevent other 
American manufacturers from doing so; (3) an undertaking 
by the American associations and their members to prevent 
other American manufacturers and dealers from exporting 
to joint territories shared on a quota basis by the various 
members of the cartel, except in compliance with quota and 
price agreements fixed for such markets; and (4) commit- 
ments that the American associations and their members shall 
conduct their export trade in such manner as will enhance, 
stabilize, and maintain at uniform and noncompetitive levels 
the prices at which their products are sold in the United 
States. 

Thus, in this case, we allege a conspiracy to restrain the 
exports of American competitors; to restrict imports to the 
United States and thereby restrain trade within the United 
States; to curtail and limit production in the United States, 
and to enhance, stabilize and maintain price levels within the 
United States. These allegations clearly charge a violation 
of the Sherman Act. The Webb Act, I am confident, does 
not protect activities of this type. 

It would not be appropriate to discuss evidence with 
respect to a pending case, and I merely point out that the 
allegations in this single instance against a Webb Export 
Association raise serious questions of law violation which 
cannot be ignored. The suggestion that we are stretching 
the Sherman Act by novel interpretation simply does not 
stand up. Associations organized under the Webb Act 
should take warning that the Alkali case represents the view 
of the Department of Justice as to the application of the 
Sherman Act to the activities of such associations. I am 
confident that the position of the Department is in accord 
with the purpose, history and language of the Webb Act. 

I think I do not need to say that it is the policy of the 
Department of Justice to enforce the Sherman Act as vigor- 
ously as possible whenever evidence establishes probably vio- 
lation. The Sherman Act represents a Congressional policy 
of more than fifty years’ standing. The Department of 
Justice did not create the Act although it has the responsi- 
bility of making it effective. The Department of Justice 
does not interpret the Act. That is the task of the courts. 
It is true, however, that the attitude of the Department of 
Justice toward antitrust law enforcements is predicated, 
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frankly, not on a passive interest in the matter—a grudging 
willingness to perform an unwelcome duty—but on a deep 
conviction that Congress is right, and that the public eco- 
nomic policy embodied in the Sherman Act is basically 
sound. 

Cartels from their very nature are restrictive devices. 
They are fundamentally incompatible with an expansive 
domestic economy. To restrain trade, to curb production, to 
throttle technology is not the pathway to plenty. Nor is it, 
on an international scale, the way to peace. The antitrust 
laws, so far from restricting business as is frequently alleged, 
are in principle and in fact simply police measures to pro- 
tect business from restrictions—the restrictions imposed with- 
out public authority by “would be” monopolists in their own 
private, and very special, interest. 

I think that so long as the conditions which gave rise to 
the Webb Act still exist, the Act, if properly employed, may 
be useful in promoting trade within the special and limited 
domain to which the Act applies. To meet centralized buy- 
ing by centralized selling, and to stand up against the 
exclusionary tactics and monopolistic practices of well-estab- 
lished foreign cartels is sometimes necessary. Joint action by 
American exporters may serve to secure an equal footing 
in foreign trade in markets where combination is permitted 
or even encouraged. No doubt such retaliatory measures are 
wasteful as ways of organizing world trade, and no doubt 
we and other nations would be better advised to join hands 
in getting rid of international trade restraints, theirs and 
ours alike. Meanwhile, however, the Webb Act has a use 
in defending American interests in markets which are to 
often cartelized. 

If export associations are to be economically useful in the 
postwar world, approved by public policy and serving the 
purpose for which they were created, they must be the 
spearhead of American industry as it enters into competition 
with foreign industry for a fair share of world markets, 
rather than the tool of international monopolists to draw 
American industries into restrictive cartel agreements which 
contain provisions in conflict with the Sherman Act. 


I have given some thought to the question whether the 
Webb Act should be tightened—whether additional legisla- 
tion should be enacted to assure that possible abuses shall be 
eradicated. Some of those who have suggested such legisla- 
tion apparently feel that export associations, operating under 
the cloak of the Webb Act, may be used to carry American 
industries into private international cartels which operate 
contrary to our public policy, and that serious consideration 
should be given now to legislation that would make such 
abuses impossible. 

But at present, I am not ready to believe that additional 
legislation is necessary. I am confident that vigilant enforce- 
ment of the Sherman Act against those who misuse the 
Webb Act together with the understanding and cooperation 
of industry will make additional legislation unnecessary and 
prove adequate to prevent export associations from becoming 
screens for illegal cartel activity. I also think that the 
appreciation by industry itself of the advantage of avoiding 
restrictive agreements is an important factor in our future 
policy. But if antitrust enforcement should prove ineffectual, 
and if the postwar period should be characterized by wide- 
spread misuse of export associations operating under the 
cloak of the Webb Act, then, of course, serious consideration 
will have to be given to legislation which will end the abuses. 

There have been numerous laws enacted through the years 
which in one form or another sought to limit monopoly 
power and keep the channels of commerce free. The Sher- 
man Act is the basic expression of this legislative policy 
which, despite some lapses, has been predominant with un- 
usual consistency for more than fifty years. This policy de- 
mands that no one shall exact a monopoly toll from the 
people. Freedom to travel on the highways of commerce, like 
freedom of the seas, cannot be abridged without strangling 
the flow of trade and inviting piracy. Cartels would abridge 
this freedom. They would build up a system of continuing 
privilege in world commerce, and I think I sense the temper 
of the times when I say that the American people want none 
of it. I think that the American people are determined that 
on these questions their voice shall be heard and heeded in 
the shaping of things to come. 
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